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‘A Banker’s Diary 





Mid-June—Mid-July 


For the first time for two years the money market had to 
borrow from the Bank of England over the end of June 
a the actual sum “hosrowed being about {11 
oe millions. This was a comparatively small 
amount, and there is no doubt that the 
partial abandonment of window-dressing by one or two 
of the banks helped to ease the situation. The reason 
why the market had to resort to the Bank at all is largely 
of a technical character. In both 1932 and 1933, June. 30) 
fell in the middle of the week, and so the market could 
date its maturing Treasury bills to be repaid on or before 
June 30, while payments for its new Treasury bills were 
dated to fall in July. The result was that the market’s 
holdings of Treasury bills were reduced to a minimum on 
June 30, and a secondary consequence was that in 193 
the Government had to borrow from the Bank. The 
year, however, June 30 fell on a Saturday, and so the 
market could not adopt this procedure. The clearing 
banks were naturally not buying bills during the last 
week of June, and this added to the pressure on bill- 
brokers. On July 1 and 8 the final Funding Loan call 
fell due, and this made money none tooeasy for a few days. 
The Treasury, however, has since released these funds and 
money has since become very easy. Discount rates have 
also weakened, — because the Funding Loan issue 
has enabled the Government to avoid the normal seasonal 
expansion in the Treasury bill issue. On July 21, the 
number of Treasury bills issued by tender was only 
{470-1 millions, against {456-6 millions on March 31, and 
£595°2 millions on July 22 last year. Evidence of this 
sagging tendency of discount rates was found in the 
decision taken by the clearing banks on July 9 to reduce 
their buying rate for hot Treasury bills from 4? to § per 
cent. 
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DuRING the past few weeks the pressure upon sterling has 
become easier, and intervention by the British control 
The has become less frequent. The pressure 
Foreign was never due to commercial causes, but 
Exchanges entirely to the repatriation of foreign— 
namely French—balances. These were not inexhaustible 
and the movement has possibly reached its end. The 
French financial outlook, though better, is far from 
assured, and the Amsterdam riots provide fresh evidence 
of the extent of the pressure upon the economic position 
of the gold bloc countries. Hence a return of funds from 
Paris to London cannot be ruled out of account. Mean- 
while, the London foreign exchange market has remained 
very inactive. The seasonal commercial buying of dollars 
has not yet begun, and there is also an absence of any sales 
of dollars to finance American summer tourist expenditure 
in Europe. German marks have remained very steady in 
spite of the moratorium negotiations and the recent 
political disturbances. The Reichsbank, however, con- 
tinues to ration foreign exchange very strictly, and is 
only releasing exchange as it receivesit. This has enabled 
the Reichsbank to improve its own position to a very 
slight extent, but it is also occasioning some delay in the 
payment of money due to British exporters. The British 
Government has made representations on this matter. 


THE most encouraging feature of the June average 
statement of the London clearing banks is that advances 


June have risen from £754°8 millions for May 
Clearing to £757°4 millions for June, against {775-2 
Bank millions for June last year. This recovery 


Averages suggests that the slight set-back recorded 
last month was not serious, and that new bank advances 
to industry continue to have an upward trend. Cash 
was again reduced from {217-9 millions for May to 
£199-4 millions for June, and is {13-8 millions below the 
figure for June last year. Deposits rose from {£1,858-2 
millions to £1,870-2 millions between May and June, as 
against {1,978-2 millions a year ago. These movements 
in cash and deposits are discussed in our review of the 
half-year’s banking results upon a later page. Discounts 
rose between May and June from {222-5 to {227-6 
millions. There was a slight expansion in June in the total 
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of tender issues of Treasury bills, but since then the 
payment of the final Funding Loan call has caused 
Treasury bill tender issues to undergo a sharp decline, 
and so July may record a contraction in the clearing 
banks’ bill portfolios. Investments rose from {541-5 to 
£549:0 millions. Apparently the clearing banks have 
been taking advantage of the June recovery in the 
gilt-edged market. 


Imports declined during June from {61-7 millions to 
{61-2 millions, as against {53-8 millions for June last 
year. British exports have declined from 
June £32-8 millions to £32-1 millions, and the 
Overseas co f head £28: ‘li 
"Teade igure for June ast year was {28-5 millions. 
This year’s totals of imports and British 
exports are therefore still above those for last year. 
Re-exports, however, have declined from {4-8 millions 
to £43 millions and the latest returns are below those 
of £5-3 millions for June, 1933. Comparing the returns 
for the first ss of 1933 and 1934, imports have 
risen from {320-3 millions to £362-2 millions. Raw 
material lentes have increased by {24: 8 millions and 
manufactured goods by {13-7 millions. British exports 
have risen from {175-3 millions to £189-7 millions. 
The returns continue to show that home trade is the 
predominant factor in the revival, but the improvement in 
exports is far from negligible. On balance the trade 
returns are beginning to assume a more encouraging 
aspect, and it is easy to be too pessimistic regarding the 
recent slight and largely seasonal recession in trade. 


EARLY in July the Chancellor of the Exchequer was 
pressed to declare the future monetary policy of the 
ae Government. His reply was very guarded, 
ies and he contented himself with a repetition 
Policy of previous Government announcements, 
and with asserting that the Government’s 

policy of promoting cheap and plentiful credit con- 
ditions was bearing fruit in the trade revival. He refused, 
however, to be drawn as to the Government’s intentions, 
nor did he accede to a request to appoint a new Commis- 
sion to consider monetary questions. It is difficult not 
to sympathise with the Chancellor’s attitude. There is 
nothing to be gained from a fresh investigation, especially 
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as world economic and monetary conditions are still in a 
state of flux. For the same reason the time is hardly 
ripe for a permanent stabilisation of sterling or for the 
return to a modernized form of the gold standard. Still 
the revaluation of the dollar has brought general stabilisa- 
tion a step nearer, and the Government ought certainly 
to be formulating its own monetary long-term plans. 
This does not mean that any inkling of them ought to be 
made public at present, but the Government ought to be 
preparing for the time when it can give the world a useful 
lead in the direction of monetary stability. 


THE visit to Europe of Mr. Harrison, the Governor of 
the New York Reserve Bank, has naturally created a 
. _, considerable stir, but it possesses no serious 
Mr. Harrison's cicnificance. There is no doubt but that he 
= came solely to find out at first-hand how 
matters were developing in Europe. He is 
not a director of the Bank for International Settlements, 
and though his visit to Basle was timed to coincide with 
the July board meeting of the Bank, his object was 
simply to meet informally other ce ntral bank governors, 
and he did not attend the board meeting itself. Nor 
did he in any way commit the United States to stabilisa- 
tion or monetary co-operation with other countries for 
the sufficient reason that he had no power to do so. It 
is a pity that the distance of the United States from 
Europe is such as to render Mr. Harrison’s visits very 
infrequent, for otherwise he could maintain close contact 
with his European colleagues and his meetings with them 
would not arouse unnecessary or erroneous comment. 
As matters stand, his visit to Europe is greatly to be 
welcomed, and there is no doubt that it will help him and 
European central bankers to understand each other’s 
problems. There was no question of any active co-opera- 
tion or of any commitments being undertaken on either 
side, and Senator Thomas’s cabled warning to Mr. Harrison 
not to meddle in matters which belonged to Congress 
was obviously quite irrelevant. Its main significance is 
that it shows that American opinion is very sensitive on 
questions affecting the dollar, and that alone means that 
monetary agreement with the United States must be 
postponed almost indefinitely. Certainly President 
a 
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Roosevelt is not politically in a position to make any 
move at present. 


SELDOM has the suspension of the gold standard had such 
far-reaching consequences as in the case of South Africa. 
; Two years ago when the Union was still 
The South on gold, both the Reserve Bank and the 
sea commercial banks were suffering from acute 
Position ™onetary stringency, which was directly 
attributable to the flight of capital into 
sterling. At the end of 1932 South Africa left the gold 
standard and her pound returned to par with sterling. 
As a result the South African funds lodged in London 
were promptly repatriated—at a considerable exchange 
profit to their owners—and money became extremely 
plentiful, while the Reserve Bank found itself in the 
possession of huge London balances. Trade revived and 
commodity prices rose, and the gold-mining areas 
enjoyed conditions of real prosperity. From the more 
purely banking angle, between 1932 and 1934 the 
Reserve Bank has raised its stocks of gold from {6-5 to 
{17:7 millions, and its foreign bills (mainly British 
Treasury bills) from £63,000 to {22-4 millions. The 
note circulation has expanded from {8-4 to {12-0 millions, 
and bankers’ current account balances with the Reserve 
Bank from £337,000 to {21-2 millions. The latest 
accounts of the Standard Bank show that the commercial 
banks have shared in this liquidity, for its cash has 
risen from {5-9 to {17-1 millions. Finally, the general 
public have been able to discharge part of their indebted- 
ness to the banks, for the Standard Bank’s discounts 
and advances have fallen from £36-0 to {25-2 millions. 
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The Banking Half-year 
N examining the statements of accounts for June 30 
I last issued by the leading British banks, the legitimate 
procedure is to compare them with the similar state- 
ments issued a year before, and so the examination 
consists in reality of an analysis of changes in the British 
banking position during the intervening twelve months. 
The first impression is that during this period a certain 
amount of deflation has occurred. Thus bankers’ deposits 
at the Bank of England are reduced by £8-8 millions, 
the cash, balances and cheques in course of collection 
held by the British joint-stock banks are reduced by 
£13°3 millions, while their deposits have fallen by 
f{102-0 millions. This, however, is a very superficial 
view to be taken. The general progress of the trade and 
price-level of the country entirely refutes the view that 
there has been any deflation, and even the very moderate 
set back of recent months does not affect this broad 
argument. Nor are the banks disinclined to grant fresh 
advances to any reasonable applicant. It would be much 
truer to say that so far the trade revival has not reached 
the point where it calls for any substantial expansion of 
bank credit, and that in the meantime circumstances 
have developed which have permitted of the withdrawal 
of a certain amount of redundant credit. Several months 
ago the prevalent banking opinion was that the expan- 
sion of credit was in danger of fostering unsound specula- 
tion rather than genuine trade. Hence a moderate con- 
traction may not have been a bad thing for the country. 
The next step is to deduce how this contraction has 
come about. Now the basis of credit is to be found in 
the condition of the Bank of England, and so the first 
step is to set out the salient features of the bank return 
for June, 1933 and 1934. This is done in the following 


table :— June 28, June 27, Change during 

1933. 1934. year. 

£{ mn. £{ mn. £{ mn. , 4 
Gold in Bank .. - .. 189°4 IQI‘5 + 2-1 +11 
Notes in Circulation .. -. 375°1 381°7 + 6:6 +1°8 
Banking Dept. Reserve -» F5°5 70°5 — 5:0 — 6:6 
Banking Dept. Securities .. 103°9 98-o -5°9 —5'°7 
Bankers’ Deposits .. -. I05°I 96-3 8-8 —8-4 
Proportion ba a .. 460°7% 46°8% = — 
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Three significant changes emerge at once. The first 
is the expansion in the note circulation and the con- 
sequent drop in the reserve. The second is the fall in 
the securities held by the Banking Department. The 
third is the reduction of bankers’ deposits. 

The expansion in the note circulation is clear evidence 
of expanding trade. Less money is being held by the 
public in the banks, and more money is being used, in 
the form of currency, for the purchase of commodities 
and the payment of wages. This greater use of currency 
can be directly connected with the year’s expansion in 
retail trade and improvement in employment. Equally 
it can be linked up with the decline in bankers’ deposits 
and in the joint-stock banks’ cash and deposits. Every 
pound note that is drawn out of the banks by their 
customers involves a drop in bank deposits and cash, 
and if the banks have to replenish their currency stocks 
by withdrawals from the Bank of England, bankers’ 
deposits fall as well. 

Thus part of the contraction has been explained by 
the increase in the note circulation. So far from this 
part of the contraction being deflationary in character, 
it is direct evidence of a general expansion in business 
activity and employment. Yet while it largely explains 
the decrease in bankers’ deposits, it only partially 
explains the decrease in the joint-stock banks’ cash and 
deposits. For the remainder of the decrease it is necessary 
to discover a further cause. 

This is to be found in the following two tables, which 
summarise the position of the leading joint-stock banks. 
The first table gives their deposits, cash and call money. 

The fall in deposits, which is common to nearly all 
the banks, is best left undiscussed for the moment. As 
regards cash, the next column gives as a single item cash 
balances with other banks and cheques in course of 
collection. Here there has been a net reduction of 
£13-°3 millions, but in reality there has been a larger 
reduction in cash alone, offset by an increase in balances 
with other banks and cheques in course of collection. 
This means that cheques, like currency, are circulating 
more freely, so that a large number of cheques were in 
process of being cleared at the moment when the banks’ 
accounts were made up. It also means that the reduction 
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Deposits, Cash and Money at Call and 
etc. Balances. Short Notice. 
1933. 1934. 1933. 1934. 1933- 1934. 
{mn. £mn. £mn. £mn. fmn. émn. 
Barclays ee a 379°4 304°3 55°0 55°5 18-8 21°8 
Lloyds ac as 373°6 350°8 50-0 42°5 17°7 24°6 
Midland oe a 425°1 402°9 52°4 52°7 | €§°3 | 27°7 
National Provincial | 291-9 273°6 39°6 30°3 I2°1 19°3 
Westminster « | 30n<9 290°1 42:2 39°6 | 17°6 30°1 
Coutts oie re 18-9 20°1 3°0 2°9 2°1 a 
Glyn Mills .. ou 35°7 32°2 7°3 6-1 6:8 6°7 
Martins “a a 83:8 79°7 11-8 II°2 5:0 4°7 
District os am 5§3°2 48-6 6°4 6-2 4°5 4°6 
Manchester and 
County... cof epee 17°0 2°4 2-8 | * ss 
The National Sia 39°0 38-4 a°2 4s 3°2 3°3 
Williams Deacon’s .. | 31°3 32°4 5°4 | 5°6 | 4:6 5°5 
Yorkshire Penny 
Bank ms ~~) gers 32°8 8-o | 89 | - ” 
| 

















* Included in cash and balances. 


in the total of bank cash, like the reduction in bankers’ 
deposits, arises from the more rapid circulation of money. 

An additional explanation of the fall in the joint- 
stock banks’ cash lies in the fact that some of them did 
not “‘ make up ”’ so heavily as they have been accustomed 
to do in the past. This partial abandonment of the 
practice of ‘‘ window dressing ”’ is in accordance with the 
recommendation of the Macmillan Report, and on many 
grounds is greatly to be welcomed. Every competent 
observer will construe the low cash ratio of the banks as 
a sign of strength and not of weakness. 

Money at call and short notice shows an increase of 
{42-2 millions over last year. To some extent this is 
due to increased Stock Exchange activity, but the with- 
drawals of foreign balances from London during the 
past few months have depleted the supply of outside 
money. The consequence is that whereas a year ago the 
discount market was able to offer a fair amount of 
outside money at rates running down to 3} per cent. and 
lower, to-day it is having to borrow more I per cent. 
money from the clearing banks. Hence the increase in 
their call and short loans. 

The next table gives the principal earning assets of 
the leading joint-stock banks. 

The salient features are a decline of {111-4 millions 
in discounts, a decline of {2-0 millions in investments, 
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| Investments 














Discounts. (excluding those Advances. 
in other banks). 
——_—| $$$ — | $$ = 
| 1933. | 1934. 1933- | 1934. 1933. 1934. 
ees ee ee a ee re | ome —— | ff mide 
{mn. {mn. {mn. émn. {mn. {mn. 
Barclays i a 61-1 | 4o°8 99°8 101°6 156°6 156°3 
Lloyds - oe 63:0 | 48-6 102°0 95°2 139°3 140°0 
Midland bia ee 76:0 |} 50°5 113'5 I10°9 174°3 168-0 
National Provincial 56-0 37°2 69°9 75°7 122°1 112°7 
Westminster “s 50°4 31°7 85°9 88-9 I10°5 108-1 
Coutts a3 re I-o II 7°O ° soa 7°4 7°8 
Glyn Mills .. aa 0°5 O°4 II°4 9°6 10°8 10°5 
Martins i a 8-3 3°6 33° | 32°6 27°9 30°3 
District Bx “o} 652 3°9 21°8 21-2 17°5 16-0 
Manchester and | 
County oT 0:2 O'4 6-8 | 6°3 8-9 8:7 
The National ‘ok “40 1°8 18-4 16°9 14°4 15°5 
Williams Deacon's .. } I'9o | «1:2 | 9:6 9°9 II'5 11°8 
Yorkshire Penny 
Bank “ “id - — | 20:8 | 21°5 3°9 3°8 











and a decline of {15-6 millions in advances. The con- 
traction in advances has already been discussed. In 
brief, most undertakings which would be regarded by 
the banks as credit-worthy are already in possession of 
sufficient cash resources to meet their own requirements. 
Moreover, during the past twelve months the beginning 
of the trade revival has been accompanied by some 
liquidation of outstanding loans. Still there is evidence 
of a certain amount of new industrial and commercial 
borrowing of a thoroughly healthy character, and, 
indeed, since December 31 last there has been a net 
increase of the total of bank advances. 

The year’s changes in discounts, investments and also 
in bank deposits are due mainly to recent financial policy 
of the Government. During the twelve months under 
review the Government has redeemed {122 millions of 
treasury bills, partly out of the budget surplus, but 
mainly out of the proceeds of refunding operations. 
Most of the treasury bills so redeemed were held by the 
joint-stock banks, but they took up a comparatively 
small portion of the issues of Conversion Loan and 
Funding Loan made during the year. The bulk of these 
issues were taken up by the general public who are 
customers of the banks, while the budget surplus also 
represented a net transfer of funds from the public to 
the exchequer. These transfers of funds between the 
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public, the banks, and the Government account entirely 
for the decrease in their deposits, for the money in 
question was first of all drawn out of the banks’ deposits 
in payment to the Government, and then used by the 
Government for the redemption of the treasury bills 
held by the banks. 

These operations had comparatively little effect upon 
the banks’ cash, for the money paid over by them to the 
Government on behalf of their customers was returned 
to them in redemption of treasury bills. It was therefore 
open to the banks to create, if they thought fit, fresh 
deposits in replacement of those that had disappeared, 
by the time-honoured means of buying fresh securities 
or granting additional loans. We have already seen 
that there was no new demand for loans of the kind 
which the banks could satisfy, so that method of re- 
plenishing deposits was ruled out. The banks were 
precluded from buying securities for several reasons. 
First and foremost had a single bank so acted by itself 
it would on the whole have lost cash and not gained 
deposits, for its new securities would have been bought 
mainly from customers of other banks. Hence all the 
banks would have had to have acted in unison. Apart 
from this, the banks’ investments already amount to 
30 per cent. of their deposits, which is an abnormally 
high proportion. Prices in the gilt-edged market have 
also risen to a high level, and the banks may well have 
thought that they were already running sufficient risk 
of a reaction in the gilt-edged market without adding 
still further to their securities. 

To sum up, it is plain that recent Government financial 
policy has been such as to bring about a contraction in 
the joint-stock banks’ deposits for the simple and 
sufficient reason that the treasury bills redeemed belong 
mainly to the banks, while the new issues of long-term 
loans were made mainly to the banks’ customers. The 
banks, however, have welcomed, or at least acquiesced, 
in this opportunity to get rid of redundant credit, and it 
is quite probable that the disappearance of this unwanted 
credit has added to the soundness of the country’s financial 
position. Nor have the banks necessarily lost in earn- 
ings, even though their total resources are reduced. 
Treasury bills were the least remunerative of the banks’ 
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earning assets, and their yield is also greater than it was 
a year ago. Advances which are the most remunerative 
form of assets of the banks display a slightly greater 
proportion to deposits than they did in June, 1933. It 
is therefore fair to assume that banking profits have 
been well maintained. 

This assumption must remain conjecture until the end 
of the calendar year, for the banks publish no half-yearly 
statement of profit and loss. Still, as the following 
table shows, the interim dividends declared last month 
by the banks have in every case remained unchanged :— 























| | 
| 
1932. | 1933. | 1934. 
Total. | Interim.| Total. | Interim. 
7 | | m 2 
| Yo per ‘Yo per 
=. annum. y* annum. 
oes 08: Be 99 | | 
Barclays B - -| 4 | 4 | 14 | 
Lloyds *‘ A as - wh Ge doe 12 12 
Midland ie ” «| 6% | GW } 16 
National Provincial .. i “s | § / I | 15 
Westminster (£4) ” sy i | 18 i | 418 
Martins .. a = atom | 4 | 14 | 4 
District - a .. | 62 | 16g | 16% | 16% 
Manchester and County mie 12s | «2s | «2h | 12g 
Williams Deacon’s “ A ”’ ‘a 2} |} «r2$ | «2h | 12g 


There is no reason to expect any further reduction 
in the dividends of the leading banks, and, indeed, the 
next change, when it comes, should be in the direction of 
restoring the rates paid prior to the depression. The 
British banking system has therefore weathered a period 
of extreme difficulty with remarkable success, and during 
the past year it has both gained in strength and also 
added to its power of extending fresh credit so soon as 
the demand for it arises. 














New Zealand’s Reserve Bank 
By a Correspondent 


HEN the Reserve Bank of New Zealand opens 

\X/ on August 1, the Dominion will have a new 
currency, a new legal standard of value, and a 

new instrument to manage its external financial relations. 
A new subsidiary coinage has already been found neces- 
sary since the divorce of the New Zealand currency from 
sterling, so that the whole monetary system is re- 
fashioned. No one not in the confidence of the Reserve 
Bank can foretell whether there will also be a new 
exchange rate, but the decision in regard to the rate at 
which the Bank takes over the Government’s accumu- 
lated sterling holdings in London is awaited with interest. 

The Dominion Government lost no time in imple- 
menting the legislation passed on November 27, 1933. 
The shares of the Bank were offered for public subscrip- 
tion at par with a guaranteed 5 per cent. cumulative 
dividend, and the Government had no difficulty in 
realising its avowed aim of placing them widely in small 
amounts. There was some stagging, but the holdings 
of any one shareholder are limited to £500 so that, while 
there may be some shrinkage in the original number 
(over 8,000), there is little possibility of ownership 
becoming unduly concentrated by later transfers. 

The management of the Bank is vested in a board of 
nine directors, including the Governor and Deputy- 
Governor—three nominated by the Government and 
four to be elected, when future vacancies occur, by the 
shareholders—the Secretary of the Treasury being also a 
director ex officio, but without voting power. The 
Government obtained the services of an experienced 
Bank of England official, Mr. Leslie Lefeaux, as the first 
Governor, deferring all other appointments until his 
arrival in New Zealand. Upon arrival Mr. Lefeaux 
stressed the necessity of the Bank being an entirely 
independent New Zealand institution, and pointed out 
that he had not only severed all official connections in 
London, but had not even brought a secretary with him. 
The combination subsequently built up of central banking 
experience with local knowledge, bids fair to prove very 
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effective. The Deputy-Governor, Mr. W. F. L. Ward, 
has recently retired from the General Managership of 
one of the commercial banks, and the directors are all 
well-known and representative business men, whose 
appointments were well received in the Dominion. 

In the interval, the Reserve Bank notes which are to 
form New Zealand’s future currency have been designed, 
printed, despatched from London and distributed to the 
commercial banks in the Dominion. The selection of 
premises, staff, and other preliminary work of organisa- 
tion has been packed into the time between the Governor’s 
arrival in New Zealand at the middle of March and the 
Bank’s opening on August I. 

The most delicate problems of immediate policy 
centre about the exchange rate. Economists in the 
Dominion have long recognised that in practice New 
Zealand has been on a sterling-exchange standard, 
without any need for a gold fund in London. Credit in 
the Dominion was virtually rationed by reference to the 
funds available in London. This has proved a very 
cheap and effective variant of the gold-exchange standard 
and ought really to be called a credit-exchange standard. 
The legislation creating the Reserve Bank makes such a 
standard mandatory by requiring the Bank to buy and 
sell sterling in exchange for its notes when tendered in 
amounts of £5,000 and upwards. 

When the Government persuaded the commercial 
banks to fix the exchange rate (from January 20, 1933), 
at {100 equals {125 N.Z., it promised to indemnify the 
banks against exchange losses. The Banks’ Indemnity 
(Exchange) Act of March 1, 1934, implemented this 
promise, the Government agreeing to buy surplus ex- 
change held in London, paying for it by Treasury Bills. 
The interest charge on these bills has been heavy (5 per 
cent.), and the amount of surplus exchange purchased 
has been considerable, estimates running over {20 
millions sterling. 

On the other hand, it is believed that many British 
firms have allowed considerable sums, amounting, 
according to a private estimate, to £14 millions (N.Z.), 
to accumulate in the Dominion in the hope that the 
exchange rate would rise nearer parity. For many 
months London assets have been accumulating rapidly 
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as a result of higher export prices, and sales of exchange 
on New Zealand have been strictly rationed in London 
to prevent speculation. Prima facie, therefore, there is 
an under-valuation of the New Zealand pound, given 
the present price levels and the existing trading and loan 
situation. It should be remembered, however, that a 
fall in export prices (or a rise in import prices), or a sharp 
increase in imports might quickly reduce the accumula- 
tion of London assets. 

Meantime the Government naturally wants the Re- 
serve Bank to take over its London holdings so that it 
may pay off the expensive Treasury Bills. These London 
assets will become the fund upon which the Reserve 
Bank operates the sterling-exchange standard and the 
presumption is that some of them must be transferred 
to New Zealand when the Bank begins operations. By 
August I also the Bank had to announce the rates at 
which it is prepared to buy and sell sterling exchange. 
In early July it was faced with three broad choices. 

If the present rate is maintained and rationing ceases 
there may be a large transference of credit to New 
Zealand, perhaps swollen by some speculative purchases 
of New Zealand currency. This will mean increasing 
imports and a rising price level in the Dominion. If the 
rate is fixed, at the opposite extreme, at parity with 
sterling, the Government would be faced with heavy 
losses on its sterling purchases and the first important 
action of the Reserve Bank would prove an unpopular 
deflationary measure. If the rate is fixed above the 
present rate, but below parity, the Government losses 
will be less and the deflation less severe, or perhaps only 
an avoidance of the necessity for fresh expansion. But 
in this case it might happen that speculative purchases 
anticipating a further raising of the rate might force 
the Bank to appreciate the currency rapidly, or, alter- 
natively, to begin its career by suspending or restricting 
its most important function, the provision of a free 
exchange market for sterling. 

Towards the end of July it was announced that the 
present rate would be maintained. This will allow funds 
to be transferred and may initiate a mild credit expansion, 
with the possibility that if these movements become too 
violent the rate may have to be raised gradually till the 
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under-valuation of the currency, if it exists, is corrected. 
There do not seem to be any technical reasons why the 
Bank should not be able to cope with the demand for 
New Zealand currency. Speculation will be discouraged if 
the present rate is firmly maintained and there will be 
the counter-movement into sterling of funds which have 
been accumulating in New Zealand. 

If the present rate is thus maintained, the suggestion 
occurs irresistibly that much psychological difficulty 
might be avoided if New Zealand were to adopt a new 
currency unit. A pound is, or ought to be, a pound, in 
the popular mind; but a crown might well be worth five 
to the pound sterling and roughly equal to the Canadian 
and U.S.A. dollars. Such a unit would incidentally offer 
the possibility of a decimal coinage without any important 
alteration of the existing units, the half-crown, florin, 
shilling, sixpence and penny. 

The relation of the Reserve Bank to the commercial 
banks remains to be worked out. The commercial banks 
are few, strong, and conservatively conducted, and the 
lessons of the banking failures in the last period of 
depressed prices, culminating in the crisis which lasted 
from 1893 to 1895, have been well learned. There are 
six banks, two of which are incorporated by special New 
Zealand Acts, while the others operate under Royal 
Charters. Of the two local banks, the Bank of New 
Zealand has hitherto been the Government banker and 
financial agent. It is also much the largest bank operating 
in the Dominion and is partly owned by the Government, 
which nominates a majority of the directorate, including 
the chairman and the auditors. This bank loses the 
bulk of the Government accounts and agency functions, 
and all the banks lose their right of note issue, their gold 
reserves having been taken over by the Government at 
the pre-depression parity. All the banks must keep fixed 
proportions of their time and demand deposits with the 
Reserve Bank, and are of course dependent upon it for 
supplies of the notes which now become legal tender 
currency. 

While there was naturally resentment against the 
Government taking over the banks’ gold reserves at the 
former parity, and while some doubts have been expressed 
as to the necessity for a Reserve Bank, there is no reason 
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to expect anything but co-operation on the part of the 
commercial banks. The Reserve Bank will not compete 
with them except in a minor degree and is likely to be 
conducted conservatively in this respect. Its powers of 
control over such elements of a money market as exist 
in New Zealand are rather slight and must be developed 
experimentally. On the other hand, the possibilities 
of the Bank as an agency of Imperial economic and 
financial co-operation appeal strongly to New Zealanders. 
The new venture therefore starts with the general good- 
will of the community. 

While the immediate economic outlook is somewhat 
clouded by the low prices of dairy produce and the possi- 
bility of quantitative restrictions being imposed on the 
Dominion’s exports of butter and meat to the United 
Kingdom, there is much evidence that an expansion of 
credit and improved business are at hand. The highly 
interesting diagrams published quarterly by the Canter- 
bury Chamber of Commerce show that the excess of 
exports over imports has increased steadily and greatly 
since 1929, while the ratio of bank deposits to advances 
has increased since the middle of 1931. Both appear to 
be reaching their cyclical peak which concludes the 
recovery stage of the cycle. Bank advances were increas- 
ing again in March, though there was a still greater 
increase of deposits. The proportion of demand to time 
deposits is also increasing. This movement is helped 
by reductions of interest rates. Since 1930 the bank 
deposit (two years’) rate has fallen from 5 per cent. to 
3 per cent., the overdraft rate from 7 per cent. to 5 per 
cent., and the yield on Government loans from 5? per 
cent. to 3} per cent. The imminent repayments of 
Treasury Bills caused the banks on July 4 to lower their 
deposit rates still further to a basis of 2? per cent. for 
two-year deposits. 

It is significant also that the Tariff Commission has 
recommended, and the Government has already effected, 
considerable reductions in the import duties on British 
goods. The tariff reductions made early in July consti- 
tute the most effective fulfilment yet announced of the 
Ottawa agreements. The result is likely to be a consider- 
able stimulus to imports from the United Kingdom, a 
development which will facilitate the Reserve Bank’s 
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handling of the sterling accumulations in London. Since 
the price of wool has shown a falling tendency and butter 
prices remain low, any under-valuation that may exist 
can hardly be regarded as a serious problem at the 
moment. The Bank begins operations at a quiet time 
between export seasons, which enables it to establish 
routine before the demands upon it multiply. Between 
now and the middle of 1935 it will meet its first and most 
difficult test in handling the exchanges during the busy 
export season. 


The Monetary System 


By a Correspondent 


NYONE who makes a study of the various monetary 
A proposals which are put forward from time to time 
will be struck by their remarkable similarity. 
Upon a diagnosis of present over-production and under- 
consumption, there is common to all a prescription which 
is invariably creation of more money in order to raise 
prices, yet with the intention of increasing purchasing 
power somehow by the same means; and, as a rule, 
repudiation of the gold standard. 

The proposals which have been advanced in some 
detail by the London Chamber of Commerce are no 
exception. A letter to The Times last April 4, signed 
by Sir Geoffrey Clarke and others, in connection with 
the scheme, urged the adoption, after investigation by 
Parliament, of a system described as independent of gold 
“under which the issue and recall of currency and credit 
will be regulated on a rational, national and scientific 
basis, so that the correct number of money tokens shall 
be available to consumers to enable them to enjoy the 
output of production.”’ 

Were there to be in Parliament any serious considera- 
tion of such a scheme as this, there would be added one 
more disturbing nuisance to the many obstructions which 
block the path to world recovery. Unfortunately, the 
contention that defects in the monetary system account 
largely for world troubles is extremely plausible, but to 
combat most theories such as these it is not necessary 
to claim that the gold standard is, or ever was, a perfect 








THE MONETARY SYSTEM 101 





system in itself, nor that it would be possible or desirable 
to reinstate it to advantage at the present time. The 
essential issue is, whether a plan which aims at equating 
the quantity of money in circulation with some sort of 
internal price index would be a desirable substitute for 
any system, however imperfect, which has for its object 
international exchange stability, of which, when it was 
based on gold, sterling was practically the symbol. 
Even under present conditions, our monetary policy has 
been so conducted that world faith in the international 
reliability of sterling as a true measure has, to some 
extent, revived. 

The essential feature, then, upon which most monetary 
reformers would advocate change is that towards an 
attempted national price stability,—where the need for 
stability is recognised,—rather than an aim at stable 
international exchange. 

To deal in particular with the Chamber of Commerce 
scheme, it may first be asserted that actual experience 
provides no support of the theory that price rises or falls 
can be corrected by making money more scarce or 
plentiful. It is true, of course, that expansion of currency 
and credit may be related causally to a higher price level, 
but the hope of achieving higher prices by such means 
depends upon unreliable assumptions. 

Since the beginning of this year the United States 
have provided an illustration. The effects of pumping 
dollars into circulation, when last January the external 
value of the currency was reduced by nearly 40 per 
cent., were to intensify price disequilibria. Although 
prices of manufactured commodities have risen, those of 
wheat and other agricultural products have fallen, or 
until the drought had failed to rise, relatively, not- 
withstanding drastic non-monetary destructive measures 
undertaken with the object of raising them. 

It is a commonplace that money is, or should be, a 
measure of value, and the only effective method by which 
prices can be raised all round by monetary means is to 
impair faith in the currency as a stable measure, until 
a point may be reached when people will seek to hold 
anything rather than the currency itself, as happened in 
Germany and Austria eleven years ago when the currency 
became inflated to the point of extinction. 
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But it is true that in form the Chamber of Commerce 
proposals seek to provide not only for automatic money 
expansion, but for contraction as well, and these are to be 
occasioned by increased or decreased production. The 
process suggested is an issue of bills, upon the basis of 
which it is proposed that currency itself should be issued. 
There is also an aim at guaranteeing constancy of con- 
suming power. 

For example, a manufacturer decides to speed up his 
production and draws bills to cover costs plus profit. 
These it is assumed his customers will accept, or will 
persuade their bankers to accept. Rediscounted by the 
Central Bank, the bills are to form the basis for a corre- 
sponding increase of currency. According to the scheme, 
prices are to remain in equilibrium, so that the new 
production and any other products similarly financed 
must command the same price as the old. It will not 
be possible thus to attract a wider market by cheaper 
sales. Indeed, a drop in prices is deprecated. 

So the sale of the products must depend upon increased 
purchasing power. From where does this emanate? 
It is evident that an increase of currency brought about 
by the issue of additional bills must provoke a tendency 
of prices to rise; consequently there will be a fall in 
purchasing power—certainly with all fixed incomes— 
while there is no reason as yet for its rise among profit 
earners. But at this point the scheme provides that 
monetary interference will check the rise in prices; this 
obviously must take the shape of currency contraction. 
The net result is then that a mass of credit which had 
been made available for misdirected or unwanted pro- 
duction must now be contracted to the paralysing detri- 
ment of sound and steady trade. What has happened 
is that such productive and consumption power as was 
occasioned has been shifted merely from other directions, 
and in a most wasteful manner. 

As to external relations, it is thought that the price 
level will look after itself upon the surely naive assumption 
that nations will work complacently to “ fixed exchanges ”’ ; 
indeed, this formidable assumption is regarded as essential 
to the proposed scheme. 

Under the working of the gold standard before the 
war, there was a tendency by which when prices of 











exportable commodities in a particular country became 
relatively cheap, an automatic adjustment was brought 
into play, under which gold tended to flow to that country, 
and so to raise its export prices. Without such an 
adjustment countries are exposed to the exchange compe- 
tition of others whose prices may be cheapened temporarily 
by external currency depreciation, but is there any reason 
to suppose that an international price corrective would 
follow were we, or any other country, to expand or 
contract the amount of money in circulation in obedience 
to internal conditions? 

If it were possible to administer an average price 
stable currency, the necessity for its constant adjustment 
due to external price fluctuations, such as might occur 
with any commodities like tea and rubber, would rule 
out all possibility of fixed exchanges. 

Again, the composition of an all important satis- 
factory price index depends both upon the selection of 
suitable commodities and their appropriate ‘‘ weighting ”’ 
by methods which, however scientific, must necessarily be 
arbitrary orempirical. There is thus an inevitable liability 
to political pressure, and although it might be contrived 
that the average should remain constant, the price of 
individual commodities, whether included in the index 
or not, must continue to fluctuate. There would be 
strong motives for restricting production in some instances 
in order to command higher prices with lower costs. 
This occurs when highly protected commodities are in 
essential demand, or, in other words, when higher prices 
of these will not diminish the demand proportionately. 
Now a rise in the prices of such commodities must neces- 
sarily be offset by a fall in those of the rest. Unprotected 
commodities thus fall reciprocally, intensifying the dis- 
harmony ; or if it is to be assumed that their price does 
not fall, then the average price level will tend to rise, 
but be checked, so it is planned, by the machinery 
automatically contrived for monetary contraction. 

It will be seen that the corrective to consequences 
made probable under the scheme, such as misdirected 
or deliberately restricted production, is always a measure 
of contraction. Every producer in a position to control 
his prices secures an advantage in relation to the con- 
sumer generally, including all producers who cannot 
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control theirs. The system, bound by the necessity for 
maintaining a constant price level, could only operate 
by incomplete deflationary measures far more devastating 
than anything which would be possible under the gold 
standard, since otherwise high prices in certain directions 
would be tending constantly to force up the index figure. 

At every stage, although, for some producers, money 
spending power may be increased, for all, purchasing power 
must fall owing to reduced production. 

The same will occur when there is a natural under- 
production of essential commodities, such as wheat, 
by a failure of the harvests. The prices of other commo- 
dities must be forced down necessarily, and possibly 
below cost, by currency contraction to compensate for 
a scarcity price rise. There is an element of irony in 
introducing objections to a tendency towards deflation 
which these proposals would occasion, for they are pre- 
sented in a manner which indicates that nothing could 
be further from the intention of their authors than 
currency and credit restriction. 

Another misconception is that price fluctuations in 
themselves are undesirable, rather than the powerful 

causes underlying them; and these causes generally, 
whether good or bad, are not amenable to control by the 
devices of any monetary system whatsoever. 

Suppose that the price index, however devised, begins 
to fall owing to an abundant harvest. The currency must 
promptly be increased in volume and if this has the desired 
effect of raising prices, the result will be to raise against 
the farmer still more the prices of what he buys in terms 
of what, notwithstanding monetary expansion, he is 
already selling on barter terms cheaper than before. 
This operates only to intensify a dislocation which, 
owing to unbalanced world production caused by the 
War and the intensive nationalism which has developed 
since, has forced upon the primary producer the necessity 
for bartering his output cheap in relation to manufactured 
products and services, including Government services. 
Indeed, the impaired consuming power of the primary 
producers of the world is at bottom one of the principal 
causes of present world troubles. Moreover, it is not 
one which is capable of correction by monetary devices. 

Again, outbreak of war will cause a sudden demand 
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for consumption goods which a rise in prices serves use- 
fully to check. Obviously, it would be undesirable to 
cancel it by methods designed to lower prices. Or the 
price of an export commodity such as coal may rise 
owing to a strike. Prices rise, and the disadvantage of 
our competitive position in the world markets, at once 
felt, must be aggravated by a sudden and arbitrary 
contraction of credits in order to force them down. 

Ought it to be necessary to stress the obvious fact 
that however desirable higher prices are for the producer 
as producer, they are useless to him or anyone else as 
consumer unless he is invested with correspondingly 
increased purchasing power? That he can acquire only 
by selling his own goods, labour or services for a higher 
income, or by profiting by the use of someone else's. 
If that income increases in money without further output 
by the recipient, there will be an addition to prices and 
costs, and no increase in purchasing power. The problem 
can be solved only by conditions which will enable the 
potentially effective consumers of the world to become 
so in actuality by being effective producers, that is, by 
being again in a position to barter their products on a 
profit basis. 

It is sometimes suggested that a situation such as that 
at the beginning of the War illustrates the beneficent 
influence of currency expansion upon purchasing power. 
This is a shallow conclusion, although it is true that a 
large increase of consumption purchasing was accom- 
panied by increase of currency in the shape of currency 
notes. The Government bought war material and services 
on a colossal scale, and the recipients of its payments 
set up a demand for certain consumers’ goods. Prices 
rose. Production was stimulated, but consumption was 
held in check by the rise in prices. Yet the country was 
living on capital. The Government, the largest employer 
of labour, paid for that labour by currency issues which 
were fiduciary or based on loans, or by money raised 
through taxation. For the time being capital as well as 
income was represented to a very large extent in the form 
of the monetary medium. Because more was being 
spent, there was, in the popular phrase, “ more money 
about.”” Obviously, such a process cannot continue 
indefinitely. 








106 THE BANKER 


The point here to be made is that for all the enormous 
increase in buying and the rise in prices which occurred, 
actual buying power was not increased by so much as a 
penny. Indeed, it was reduced by the ravages of war 
upon wealth. There was an illusion of trade prosperity 
because buying power was shifted from the taxpayer and 
investor into the hands of the State for the purpose of 
extensive and immediate unproductive expenditure, or 
was applied to procure consumers’ goods instead of being 
used for future production as by investment. The 
inflation that occurred in this country resulted not from 
distrust of the currency, but from the sheer need of its 
creation due to the necessity of using spending power 
rapidly converted from resources which represented 
capital as well as income. 

After the war the avowed policy of the Government 
was deflationary. The legacy of inflated currency issues, 
largely fiduciary, was equivalent to a deferred, if invisible, 
taxation which had to be borne sooner or later, and it was 
either not thought, or else discounted over-optimistically 
at the time, that the invisible liability of the country 
expressed by inflation was incompletely discharged by 
the time that the country went back on to the gold 
standard in 1925. Currency notes, the issue of which had 
been unlimited, had been cut down, and fiduciary limits 
had been lowered from £320 millions in 1920 to £248 
millions in that year. The cessation of Government 
borrowing on Ways and Means advances from the Bank 
of England had helped greatly to correct an inflation 
of credit. But in the light of after events, it is evident 
not only that the process was incompletely effective, but 
it was also too rapid in view of the difficult monetary 
adjustments, such as wages, etc., which failed to march 
in step with sounder monetary measurement. Resist- 
ances to complete deflation remained and could not be 
overcome—certainly within so short a period. But when 
it is suggested that damage was done by these incipient 
deflationary measures previous to the return to the gold 
standard, it should be remembered that they were only 
part of the price which had to be paid for the war, the 
alternative to which in other countries was a far more 
damaging and socially unjust solution of catastrophic 
collapse of currencies. Since the authors of the Chamber 
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of Commerce Scheme contend that the monetary system 
should have remained inflated, itis interesting to record 
that the high prices which then ruled were not accom- 
panied by increased production, while on the contrary, 
when the gold standard was introduced, as the Macmillan 
Report notices (p. 222), “ the index of output per head 
rose between 1924 and the first quarter of 1930 by as 
much as 13 per cent.”’ 

It may be summarised that the main objections to a 
monetary system on the lines advocated by the Chamber 
of Commerce, which aims at equating the commodity 
price level are : (1) that no such method can be effective 
either as a control of prices or as a means of ensuring 
that money is a satisfactory measure of value; (2) that 
it would encourage misdirected production on the one 
hand and restricted output on the other; (3) that, price 
control assumed, general price stability would not follow, 
but an arbitrary average unreliable for monetary pur- 
poses ; (4) that price movements, fer se, are not economic- 
ally undesirable, but the reflection of causes which, 
good or bad, no monetary system can influence; and (5) 
that, with all the disadvantages of an unreliable currency, 
there are no good grounds for the claim that such a 
system would redress the balance between production 
and consumption, but rather the reverse. 

A careful review of monetary history during the past 
twenty years, with due allowance for the political and 
economic effects immediately or remotely attributable 
to the war, should suffice to dispel any faith in the rele- 
vancy of attacks on the monetary system, or in tampering 
with it in the hope of helping to solve the problem of 
trade depression, world or national, which, in reality, 
is due to far different and deeper causes. 
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The German Settlement 


INCE the previous issue of THE BANKER went to 

S press two events of importance have happened in 

connection with the German moratorium, which in 

so far as the British long-term and medium-term creditors 
are concerned have ended in a temporary compromise. 

The first was the passage through the British Parlia- 
ment of the Debt Clearing Office and Imports Restrictions 
Act. The second was a settlement with Germany, pro- 
viding for the service in sterling of the British portion of 
the Dawes and Young loans up to the end of the current 
calendar year. 

The new Act, which was passed hurriedly through 
Parliament in order to give the British Government power 
to enforce exchange clearing upon Germany, falls into 
two parts. The first part provided for the setting up of a 
clearing office, to apply to transactions with a specified 
country. It also gave the Government power to issue 
orders enjoining all importers of goods from that country 
to pay all or part of the money due on those goods into 
the clearing office. The second part gave the Board of 
Trade power to impose retaliatory restrictions of a quan- 
titative character upon imports from countries who 
themselves were restricting in discriminatory fashion the 
importation of goods coming from the United Kingdom, 
the Crown Colonies, the Protectorates and mandated 
territories. In the course of the debates on this Bill, 
Government spokesmen indicated the use that would be 
made of these powers. Initially it was proposed that 20 
per cent. of the proceeds of German imports should be 
paid in sterling into the clearing office, where they would 
be applied to the payment of the interest on the British 
portions of the Dawes and Young loans. Other British 
creditors would receive no assistance from this source. 
German payments for British exports would remain 
unaffected, and the Government hoped that no further 
interference with the normal course of trade would be 
necessary. Yet the German Government themselves 
had hinted at reprisals, while many other Governments 
had general powers similar to those sought by the British 
Government in the second part of the Bill. Hence the 
Government had decided to take the opportunity to 
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assume wom powers as adi, but the Bill was amended so 
as to limit the operation of the second part to two years. 

Meanwhile representatives of the German Government 
had come to London in response to an invitation from the 
British Government for the purpose of discussing a settle- 
ment. At first it did not prove easy to come to terms. 
The German representatives felt that they were in a 
position where they could concede very little, for the 
simple reason that the Reichsbank’s gold and foreign 
exchange reserves were almost entirely exhausted. Again 
the London discussion coincided with the coup d'état 
of the German Government and the execution of many of 
the Nazi leaders, and this made it very difficult for the 
German representatives to obtain a quick decision from 
their Government. The British Government wisely 
recognized these difficulties, and refrained from their 
original intention of imposing clearing as from July 1. 
A few days later a temporary settlement was reached. 

Under this settlement the British Government under- 
took not to apply exchange clearing against Germany 
under the terms of the new Act before December 31, 1934. 
In return, the German Government undertook to meet in 
sterling, at the Bank of England, all Dawes and Young 
loan coupons tendered by British holders and maturing 
within this period. British holders were defined to mean 
(a) as regards sterling issues either persons ordinarily 
resident or carrying on business in the United Kingdom, 
or British subjects wherever resident, or corporations 
incorporated under British law, or persons under British 
protection ordinarily resident or carrying on business in 
the United Kingdom or British territory; and (b) as 
regards other issues, all individuals of any nationality 
ordinarily resident or carrying on business in the United 
Kingdom or corporations incorporated under British law. 

Other British long-term and medium-term creditors 
have not received the full benefit of the settlement, which 
is confined to holders of the Dawes and Young loans. 
Instead they are left to accept the Reichsbank’s previous 
offer of 3 per cent. funding bonds. Yet if the German 
Government extends more favourable treatment to other 
foreign creditors, then the British holders of non-Reich 
loans may claim equal treatment in accordance with the 
most-favoured-nation principle. 
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The German Government has also undertaken to 
negotiate without delay a bilateral exchange agreement 
with Great Britain, for commercial payments, similar to 
those in force between Germany and other countries. 
This is subject to the proviso that the stability of the mark 
shall be maintained, and that British Colonies shall only 
benefit from such an agreement if countervailing benefits 
are accorded to Germany. The British Government has 
reserved its attitude over the second proviso. The 
question has also been raised of the non-payment of Ger- 
man bills or notes drawn in favour of British exporters. 
Hitherto these claims have been approved by the Reichs- 
bank, which has released the necessary foreign exchange 
in all cases of legitimate business, but now that the 
Reichsbank is only releasing foreign exchange in pro- 
portion to its daily receipts, some delays are occurring. 
The British Government hopes that this unfortunate 
situation can be rectified very shortly. 

Parallel negotiations are on foot between the German 
Government and the Governments of other creditor 
nations. In the case of France, the solution has proved 
fairly simple, for on balance France is on current account 
a debtor of Germany. A general exchange clearing scheme 
is therefore being set up to embrace all transactions, both 
financial and commercial, between France and Germany. 
The operation of this scheme will yield a franc balance 
sufficient to satisfy the claims of French creditors and 
should also yield a surplus to the credit of the Reichsbank. 

As far as the British settlement is concerned, essentially 
it is only a stop-gap arrangement until the end of the 
year. The fact that it has been reached justifies the 
assumption by the British Government of these new legis- 
lative powers, but there is in England a general feeling of 
relief that these powers have not had to be used. Still 
a permanent solution has yet to be reached, for it appears 
very unlikely that the foreign exchange position of the 
Reichsbank will have improved by the end of the year. 
It is therefore to be hoped that neither Germany nor 
her creditors will be willing to let matters drift during the 
currency of the present agreement with the risk of another 
impasse at its termination. 

Admittedly a permanent solution is far from easy. 
One of the first needs isa moderate revaluation of the mark, 
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for externally and internally Germany is betraying all the 
symptoms of an over-valued currency. The adjustment 
of the exchange value of the mark in terms of foreign 
currencies to the present level of German prices would in 
itself bring some relief, and help her to restore an export 
surplus sufficient to cover her external debt liabilities. 
Yet German internal confidence has been so shaken by the 
disappearance of the Reichsbank’s gold reserves, that 
already there are signs of an incipient flight from the 
mark into commodities in daily use. In these circum- 
stances a deliberate devaluation of the mark might be 
construed as a sign of weakness and have grave social and 
political consequences. Apart from this the German 
Government would be fully entitled to assurances that 
were the mark to be devalued, there would be no com- 
petitive depreciation of other currencies abroad. It is 
doubtful if such a general assurance could be given. 

Another possibility is that of extended trade agree- 
ments between Germany and her creditors, for so long as 
international trade is reduced to a minimum, the dis- 
charge of any form of international indebtedness becomes 
very difficult. Here again a solution is far from easy, 
for each country has to reconcile the needs of its own in- 
dustries and agriculture with its need to import sufficient 
commodities to cover the payment of foreign debts due to 
its nationals. It is useless to expect that the world’s 
markets will be thrown open indiscriminately to German 
goods simply because Germany is a debtor nation. Yet 
the need for a revival of international trade remains 
urgent, and this problem must also receive careful 
consideration, to see how far it is possible to reconcile 
national and international needs. 

Finally, can Germany give the Dawes and Young loan 
bondholders complete assurance that they will receive 
payment in future? For if so, she can then come to 
them with a conversion offer of a kind which would afford 
her immediate and permanent relief. This is a problem 
which Germany alone can solve, and its solution depends 
upon the establishment of internal political and economic 
stability. Other countries can do something to help 
towards this end, but the final solution lies with Germany 
herself. For the sake of her own reputation she would 
be well advised to attempt it. 








— CO THE BANKER | 


Banks and Exchange Clearing 
By Paul Einzig 


URING the last month or two, Exchange Clearing 
D has become a much-discussed subject in the City. 

It assumed topical interest in connection with the 
debate on the Debts Clearing Offices Bill and with the 
Anglo-German debt negotiations. In banking circles the 
idea of establishing one-sided Exchange Clearing against 
Germany was viewed with undisguised hostility, for two 
reasons: the one was that it was to be one-sided, and 
the other that it was to be Exchange Clearing. Banking 
opinion was fairly evenly divided as to which of these 
two reasons carried more weight in determining the 
attitude of the City towards the proposed arrangement. 
The idea of taking one-sided measures of compulsion, 
which might provide a starting-point for a trade war 
with Germany, was in itself strongly disapproved of. 
Apart altogether from this, Exchange Clearing itself is 
an unpopular institution in the eyes of the British 
banking community. It is thus no wonder that banking 
interests mobilised all their influence, first to dissuade 
the Government from introducing legislation for Ex- 
change Clearing, and then to dissuade it from actually 
making use of the powers it obtained under the Debts 
Clearing Offices Act. 

The conclusion of the Anglo-German debt agreement 
removed the possibility of an immediate application of 
the Act; our Government has, in fact, undertaken not 
to apply it against Germany during the next six months. 
In spite of this, it would be a mistake to imagine that 
Exchange Clearing is now dead and buried, as far as this 
country is concerned. In the writer’s opinion, the trend 
of evolution points towards the universal adoption of 
Exchange Clearing all over the world, in the form of 
bilateral agreements which may eventually lead to an 
international agreement. The number of bilateral agree- 
ments is increasing steadily, and it is unlikely that this 
country will be able to keep aloof from the movement 
much longer. Sooner or later it will become inevitable, 
for vital commercial and financial considerations, to 
swim with the tide, just as it has become impossible for 
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this country to adhere to free trade amidst the increasing 
protectionism all over the world. 

The attitude of London bankers towards protection, 
as expressed in the famous Bankers’ Manifesto of 1930, 
provided the turning-point in the fiscal policy of the 
country. Even those who criticised them at the time, 
must now admit that in deciding upon a fundamental 
change of their attitude towards tariff, the bankers dis- 
played a remarkable vision of the coming developments 
in the trend of evolution. Is it possible that those who 
have shown such prophetic foresight about the impending 
change in our fiscal system should fail to foresee the 
impending change in our foreign exchange system which, 
after all, concerns them even more closely than foreign 
trade? Or is their attitude towards Exchange Clearing 
due to hopes that, in opposing it, they may be able to 
prevent it ? 

In trying to analyse the attitude of bankers towards 
Exchange Clearing, the writer would like to emphasise 
his conviction that narrow selfish considerations play 
no part in determining that attitude. Perhaps some 
bankers may be concerned about the possible loss of 
foreign exchange business that will be brought about 
by the adoption of Exchange Clearing, but it is unthink- 
able that this consideration in itself should influence 
their opinion as to the wisdom or unwisdom of estab- 
lishing the system. Although the stabilisation of most 
currencies between 1926 and 1931 reduced the earnings 
of banks from speculative activity in the foreign exchange 
market, no responsible banker regretted the loss of that 
income, still less did he desire the return of the chaotic, 
though profitable, days of 1919-1926. If bankers were 
to realise that the adoption of Exchange Clearing would 
be an improvement over the existing system, and that 
this country and mankind in general would benefit by 
it, the writer is convinced that they would support the 
scheme in spite of the possible decline of their earnings 
from foreign exchange business. Considerations of public 
interest apart, bankers are fully aware that they would 
have their due share from the improvement of general 
conditions, and that this would more than compensate 
them for their loss. 

If bankers are opposed to the utmost to Exchange 
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Clearing, it is because they are afraid that, so far from 
improving economic and financial conditions, the adop- 
tion of that system would further accentuate the evils 
from which trade is suffering. Their fears are largely 
due to the traditional laissez-faire mentality which has 
survived in spite of the change of fiscal policy, and owing 
to which they view with distrust any artificial regulation 
of the foreign exchange system. To an even larger 
extent, their fears are due to inadequate knowledge of 
the experience of the countries where Exchange Clearing 
has been in operation during the last few years. Un- 
questionably, the idea of Exchange Clearing appeared in 
this country in a form which is most undesirable from 
the point of view of bankers. In theory, it has been 
propagated by the London Chamber of Commerce in 
conjunction with monetary reform schemes of rather 
Utopian flavour, involving the complete demonetisation 
of gold. In practice, it appeared in the form of a threat 
against Germany. An adequate knowledge of the brief 
history of Exchange Clearing would go a long way towards 
dispelling the unfavourable impression thus created in 
the banking community. The fact that Exchange 
Clearing has been initiated by Switzerland and that it 
has been applied extensively in France ever since the 
beginning of 1932 is sufficient to prove that its existence 
is not incompatible with that of the gold standard. That 
it has been operating to a large and increasing extent in 
a growing number of countries is sufficient to prove that 
it is not just another Utopian currency scheme that can 
be dismissed with an incredulous smile, but a system 
which is perfectly feasible, and which has produced 
satisfactory results wherever it has been adopted. 

Nor is it justifiable to regard Exchange Clearing as a 
weapon of economic warfare, merely because it happened 
to appear in this country as such. In the majority of 
cases, Exchange Clearing arrangements between Con- 
tinental and Latin-American countries have been the 
result of friendly agreements pursuing the end of improv- 
ing trade relations. Indeed, Exchange Clearing Agree- 
ments are negotiated in a much more conciliatory 
atmosphere than that characterising trade treaty negotia- 
tions. It is contrary to the interest of the parties to 
accumulate huge surpluses on their clearing account, and 














EXCHANGE CLEARING 115 








for this reason they are as keen on buying goods from the 
other as they are on selling goods to them. The reasons 
why a unilateral Exchange Clearing is opposed by 
bankers fall away in the case of bilateral agreements. 

It is impossible to enumerate within the scope of an 
article the full details of the case for Exchange Clearing. 
To the minds of bankers, facts speak more eloquently 
than arguments. In order to be able to form a well- 
balanced opinion on the merits of Exchange Clearing 
they have to examine the facts of the experience of con- 
tinental countries. Although the system is subject to 
much criticism in the countries where it operates, this is 
only natural, for in its present form it is far from perfect. 
Indeed, it may be said that up to now Exchange 
Clearing has showed itself at its very worst. The 
countries which have adopted it had to learn by experi- 
ence, and the system had to progress through trial and 
error. If, in spite of this, the balance of opinion on the 
continent is decidedly in its favour, it shows that after 
the elimination of its imperfections it could render very 
useful services. 

Even from the narrow point of view of the immediate 
earning prospects of the banks, the likelihood of the 
adoption of Exchange Clearing need not cause concern. 
It is a mistake to imagine that the Clearing Office will 
render international banking superfluous. Although the 
banks may lose their profits on foreign exchange dealing, 
they will continue to handle all international commercial 
transactions, on which they will charge a reasonable 
commission. The financing of foreign trade will neces- 
sitate the granting of credits, so that from that point of 
view there will be no material difference—except that 
there will be less likelihood of bills becoming frozen. As 
the adoption of Exchange Clearing will tend to increase 
the volume of trade, the chances are that the banks will 
be more than compensated for the loss of their profit on 
exchanges. 
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Matters of Law 


(By our Legal Correspondent) 


OINT accounts opened to avoid death duties.—It has 

” i been the practice ever since the scale of death 
duties was augmented so as to constitute a heavy 

tax on inherited wealth, for a husband in ill-health, and 
expecting to die at any moment, to open a joint account 
in the name of himself and his wife. Upon his death the 
wife takes the balance of the account as survivor, and it 
is commonly thought that the executors of the husband’s 
will are thereby relieved from any legal obligation to make 
any reference in their affidavits and estate duty accounts 
to the balance which thus automatically passes to the wife, 
in the mistaken belief that the estate to that extent is 
relieved from paying duty. Another reason why this 
practice has become increasingly popular is that if the 
husband has a business to leave behind him, ready cash 
will be required to pay the workpeople and discharge 
other current liabilities which cannot usually wait until 
the executors have obtained probate, and can prove 
their right to take over the balance of an ordinary account 
standing in the name of a testator. If the joint account 
opened is a true joint account, there is no doubt that the 
wife can claim the balance and it does not form part of 
the estate for purposes of distribution : In re Harrison: 
Day v. Harrison, 1920, 90, L.J.Ch. 186. Likewise if a 
father opens a joint account in the name of himself and 
his daughter, and the balance is to be paid to the sur- 
vivor, the relationship of father and child, in the absence 
of special circumstances, rebuts the ordinary presumption 
of a resulting trust for the owner and raises the presump- 
tion that the child was meant to take beneficially if she 
survived the father: In re Warwick: Warwick v. Crisp, 
1912, 56, Sol. J. 253. Nevertheless, the prevalent idea 
that by opening a joint account in his own name and that 
of his wife or son a business man can thereby legally 
avoid death duties is a fallacy. So much as he has paid 
in to make up the balance of the joint account is part of 
his personal estate at the time of his death, and should 
be included in the valuation of the estate for purposes 
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of death duties by the personal representatives. In 
practice it may be difficult to arrive at the exact amount 
attributable to the deceased depositor, and the amount 
paid in by the survivor. The wife may, for example, 
pay in sums from time to time from her housekeeping 
money and moneys coming from her separate income, 
and the husband may have also paid in sums and drawn 
out sums for personal and business purposes, and such 
transactions have gone on for many years and no account 
has been kept of the way in which moneys have been 
mixed up in the account. The Inland Revenue authori- 
ties in such cases are usually prepared, if the sum involved 
is not unduly large, to accept, as a rough compromise, 
that half has been paid in by the husband and half is 
the wife’s own money not liable to tax, although if exact 
accounts had been kept they would probably show that 
the husband contributed far the larger proportion. A 
bank in accepting a joint account gets the parties to fill 
in the ordinary mandate which will afterwards establish 
whether the account was intended to be a true joint 
account, the test of which is whether the survivor is to 
take the balance, or whether it was opened merely asa 
convenient arrangement to allow the wife to draw upon 
what was always the husband’s account, and he had 
power to terminate such authority at any time. In the 
latter case the wife’s authority to draw on the account 
is automatically terminated by the husband’s death, 
and any balance forms part of his personal estate and is 
subject to the provisions of his will or the laws of distribu- 
tion on intestacy. A bank is well advised not to inquire 
what motives exist for opening a true joint account. A 
recent case from Northern Ireland shows the dangers 
which a bank may run if it has notice that the purpose 
of opening a joint account is to evade income tax and it 
afterwards allows the balance to be dealt with in a 
manner inconsistent with its being the balance of a true 
joint account. In McEvoy v. Belfast Banking Co., 
1934, N.I. 67, a customer of the defendant bank, John 
McEvoy, being at the time in ill-health, had on July 20, 
1921, lodged with the defendant bank £10,000 on deposit 
account, and had received in respect thereof a deposit 
receipt payable either to himself or to his son (the plain- 
tiff) or the survivor. This was specifically done for the 
L 
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purpose of evading death duties. John McEvoy died 
on September 20, 1921, and by his will left, tnter alia, 
the residue of his estate to be held in trust for the plaintiff 
until he attained the age of twenty-five and thereafter 
to the plaintiff absolutely. Pending the plaintiff attaining 
the age of twenty-five, the testator authorised his sister- 
in-law, Alice Kenney, to carry on his business on such 
terms as his trustees should think fit. On the death of 
John McEvoy and after the grant of probate the money 
on the {£10,000 deposit receipt was transferred by the 
defendant bank, to a new deposit receipt in the names of 
the trustees on the basis that it still formed part of the 
deceased’s estate. The businesses were carried on by 
Alice Kenney till 1925, then for a short time by a manager, 
and then by the plaintiff himself, but always at a loss. 
Beyond signing blank cheques the trustees took practic- 
ally no interest in and exercised no control over the 
business. Monies from the deposit receipt were, neverthe- 
less, transferred by the trustees from time to time to the 
current account of the business to discharge the over- 
draft thereon. The plaintiff acted as an intermediary 
in these transactions. Some time after attaining twenty- 
one years of age the plaintiff at the request of the 
defendants signed a memorandum ratifying the transfers 
made prior to that date, and one transfer for the purchase 
of some real estate had been made during his minority. 
With the exception of this transfer amounting to £2,076, 
the whole £10,000 was absorbed in the business before 
the plaintiff attained twenty-five years of age. The 
plaintiff claimed that he was entitled to payment of this 
£10,000, which the defendant bank had clearly wrong- 
fully allowed the trustees to use in paying the debts of 
the business. It was argued that though the plaintiff 
had assented to this being done, he at the time was not 
aware of his legal rights to claim the money for himself. 
The plaintiff had been a party with his father to the 
evasion of estate duty by the opening of the joint account 
and the question arose upon the authority of Gascoigne v. 
Gascoigne, 1918, I K.B. 223 whether he could claim 
damages in respect of misapplication of money incidental 
to transactions which were a fraud upon the revenue, he 
himself being a party to the fraud. Conversely it was 
argued on behalf of the plaintiff that the plaintiff was 
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prima facie entitled to the balance as survivor and the 
bank could not be heard to say that such was not the 
depositor’s intention, but that according to his instruc- 
tions to the defendant bank the opening of the deposit 
account was a means of evading estate duty and that 
after probate had been obtained the balance was to be 
treated as part of his estate available for carrying on the 
business for the plaintiff. In Gascoigne v. Gascoigne a 
husband took a lease of land in his wife’s name and built 
a house upon it with his own money. He used his wife’s 
name in the transaction with her knowledge and conniv- 
ance because he was in debt and was desirous of protecting 
the property from his creditors. In an action by him 
against his wife for a declaration that she held the pro- 
perty as trustee for him it was held that he could not be 
allowed to set up his own fraudulent design as rebutting 
the presumption that the conveyance was intended as a 
gift to her, and that she was entitled to retain the pro- 
perty for her own use notwithstanding that she was a 
party in the fraud. Likewise in this case the Court of 
Appeal of Northern Ireland (Moore L.C.J., Andrews and 
Best L.J.J. affirming Megaw J.) held that the transaction 
being tainted by fraud, the Court would not receive 
evidence of the intention of the father, John McEvoy 
to rebut a presumption of advancement, and that the 
defendants were not entitled to transfer the money 
standing in the joint deposit account of £10,000 at the 
death of the deceased into the names of the trustees. 
It was also held (Best L.J., dissenting) that the moneys 
on deposit receipt had been paid or applied by the 
defendants for the use of the plaintiff : that the payment 
was made with a full knowledge of both parties of relevant 
facts, and that though made under a mistake of law by 
both parties, it could not be recovered by the plaintiff, 
for even if the plaintiff was under a mistake as to his 
rights, there was no evidence that he was influenced by 
such mistake. One passage in the judgment of Moore 
L.C.J. (at p. 96) is worth quoting in full: “ The bank 
behaved in a most extraordinary way. They ignored 
the principles of Talbot v. Cody, 1874, 10 I.R., Eq. 138, 
they assumed the right at their own will to wipe out the 
plaintiff’s interest in the money by a stroke of the pen, 
they reversed the decision in Gascoigne v. Gascoigne by 
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replacing in the testator’s estate moneys which no Court 
of Equity would assist him to recover. But it was a 
terrible risk for the bank to take and, in my judgment, 
wholly unjustifiable, and had it not been for the defence 
of acquiescence in the subsequent dealings in which the 
plaintiff is personally involved I would grant the plaintiff 
the relief he seeks with costs.” 

Consideration for a guarantee.—Unless a guarantee is 
under seal, like every simple contract, it must have 
valuable consideration to support it, though by Sec. 3 
of the Mercantile Law Amendment Act, 1856, the con- 
sideration need not be stated in the guarantee. When a 
tradesman’s credit is low, it is not unusual for a friend 
or his wife to be prevailed upon to write to the whole- 
saler expressing a desire that the wholesaler shall continue 
to supply the tradesman with goods and a willingness 
to be answerable for any default by the tradesman in 
payment for any goods so supplied in the future. Whether 
such an informal letter will amount to a guarantee, which 
will bind the person signing it, will depend upon its 
wording and the future conduct of the parties. In 
Westhead and others v. Sprosan and Piper, 1861,6 H. & N. 
728, the leading case on the construction of informal 
guarantees of this kind, Piper being indebted to the 
the plaintiffs, the defendant Sprosan gave them a guaran- 
tee worded : “‘ In consideration of your agreeing at our 
request from time to time to supply on credit to Piper such 
goods as he may require and you may think fit to supply, 
we do hereby guarantee to you payment of such sums as 
he now owes and may at any time from time to time owe 
you.” It was held that this guarantee did not contain 
any binding agreement on the part of the plaintiffs to 
supply the goods to Piper, and that as theynever did supply 
any goods to Piper after the date of the guarantee, the 
defendants did not become liable to pay the existing 
debt of Piper. But even if there is no binding agreement on 
the part of the creditor to supply goods, but he neverthe- 
less does so at the request of the surety who undertakes 
to be answerable for their value, there is a sufficient 
consideration passing to the surety from the creditor to 
make the guarantee binding: Boyd v. Moyle, 1846, 
2 C.B. 644. Thus in Morrell v. Cowan, 1877, 6 Ch.D. 166, 
the wife of a retail trader who was possessed of separate 
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estate, in order to obtain credit for her husband from a 
wholesale merchant with whom he was dealing gave the 
latter a written guarantee worded as follows :—‘‘ In 
consideration of you M having at my request agreed to 
supply and furnish goods to C (the husband) I do hereby 
guarantee to you M the sum of £500. This guarantee is 
to continue in force for the period of six years and no 
longer.”’ It was held that the guarantee was not limited 
to the price of the goods supplied to the husband after 
it was given, but that it extended to any sums not 
exceeding £500, which were due from the husband to M 
during the six years. The agreement by M to supply 
the goods to the husband was not sufficient consideration 
for the guarantee offered by the wife unless goods were 
actually supplied after it was given, but if goods were 
supplied the non-insistence on the part of the wholesaler 
not to be paid in cash at once was a sufficient forbearance 
undertaken at the instance of the wife sufficient to sup- 
port the guarantee executed by her. Conversely, in 
Miles v. New Zealand Alford Estate Co., 1886, 32 Ch.D. 
266, a company having got into low water, a meeting of 
its shareholders was held where some very hard things 
were said about one of the directors, named Samuel 
Grant, who, to pacify them, volunteered that he would 
guarantee that the company in future should pay not 
less than a certain dividend for the next ninety years. 
The shareholders passed a resolution adopting this 
proposal, and the director, who was also a holder of 125 
shares, executed a guarantee making himself liable to 
pay to and on behalf of the company sufficient to make 
up the dividend which the shareholders had accepted. 
It was not very clear what the shareholders would have 
done had the director not given this guarantee. The 
director some time previously had created an equitable 
mortgage on his shares in the company in favour of the 
plaintiff. The company by its Articles had a first and 
paramount lien upon the shares held by every member 
(including those of the director) for all debts and liabilities 
and engagements of the member to the company. The 
director having defaulted on this guarantee or warranty 
and been made bankrupt, the question arose whether 
the equitable mortgage of which the company had had 
notice before the execution of the guarantee was not 
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overridden by the company’s lien. The point was taken 
that the lien could not operate as no consideration had 
been given by the shareholders to the director who 
executed it. It was held that if there had been an agree- 
ment by the shareholders to abandon proceedings against 
the company, such would have been valuable considera- 
tion, sufficient to bind the director, but as there was not 
sufficient evidence of any intended claim by the company 
or shareholders against him, or any contract binding 
on the company to abandon such claim, there was no 
consideration for the guarantee and the company had 
no lien on his shares. It must be noticed that in Bradford 
Banking Co. v. Briggs, 1885, 31 Ch.D. 19, the Court of 
Appeal reversing the decision of Field J., had held that a 
company having by its articles a lien on shares of a 
member would retain its lien in spite of having previous 
notice that he had created an equitable charge on the 
shares. This decision of the Court of Appeal was sub- 
quently reversed in the House of Lords (12 A.C. 19), so 
that even if consideration had been found for the director’s 
guarantee, the company would still have failed to retain 
its lien. 

Bank guarantees have been in use so many years 
and have stood the acid test of litigation so frequently 
that they are customarily regarded as “fool proof.” 
It is therefore something of a shock to banks for a guaran- 
tor to successfully set up that a guarantee executed on 
one of a bank’s ordinary forms in current use is bad for 
want of valuable consideration. Such was, however, 
the decision in the recent case heard in the Court of 
Appeal of Northern Ireland, Provincial Bank of Ireland, 
Lid. v. Donnell, 1934, N.I. 33. The facts there were that 
the defendant’s husband had a banking account at the 
plaintiff bank which was overdrawn and the plaintiff 
bank had as security for its overdraft a mortgage of two 
policies of insurance upon the life of the husband. One 
policy was subject to a yearly premium of {24 I2s., 
payable in two equal moieties. The plaintiffs subse- 
quently required the husband to obtain security for the 
payment of the premiums, and in November 1924, the 
defendant signed a document, not under seal, which 
provided that ‘“‘ in consideration of advances heretofore 
made, or that may hereinafter be made from time to 
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time by the plaintiffs to her husband,’’ she undertook to 
pay the premiums. It also provided that in the event 
of the bank having to pay the premiums or any other 
sums necessarily for keeping on foot the policy, the 
defendant should pay such sums on demand with interest 
at Irish banks’ current rate. 

It was admitted on behalf of the plaintiffs that their 
main anxiety was to secure the overdraft, and that they 
had no intention of making any further advance to the 
defendant’s husband. The defendant was not at any 
time informed as to the state of her husband’s account, 
or that the se -areapng would not make advances to her 
husband. On July 2, 1931, the defendant, at the request 
of the plaintiffs, signed a second guarantee which was 
simply a renewal, which the defendant was told would 

make no change in her obligations. The plaintiffs had 
not threatened the defendant’s husband when the first 
guarantee was signed and they did not do so subse- 
quently, and “there was no talk about an agreement 
not to sue.” 

The first default of the defendant’s husband was in 
respect of the premium payable in December, 1931. 
This was paid by the defendant on July 13, 1932. Fur- 
ther default occurred in respect of the June and December 
premiums, and ultimately these, together with a sum 
for overdue charges, were paid by the plaintiffs, who 
sought to recover them by Civil Bill. It was held by 
the Northern Ireland Court of Appeal that there was no 
sufficient consideration to support the guarantee because 
(a) as regards past advances the agreement could not 
be construed as a forbearance to sue, and (b) as regards 
future advances, the agreement only amounted to an 
indication on the part of the plaintiffs that they might 

make further advances to the debtor, but there was no 
agreement binding them to do so and no advance had, 
in fact, been made. Consequently the undertaking of 
the defendant failed for want of consideration. The 
moral to be derived from this decision is that the con- 
sideration in a bank’s form of guarantee should be set 
out in the fullest possible way, as English banks generally 
do, the common description of the consideration being : 
“In consideration of your agreeing at my request not to 
require immediate payment of the sums mentioned 
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below as may be now due and in consideration of any 
like sums which you may hereafter advance and permit 
to become due, the guarantor agrees to guarantee all 
such sums which may thereafter from time to time 
become due or owing to the bank.”’ 


Obituary 
Alexander Allan Paton, C.B. 


Mr. Alexander Allan Paton, C.B., Chairman of Martins 
Bank, died at his home at Thornton Hough, near Birken- 
head, on June 27. Mr. Paton was appointed a Director 
of Martins Bank in 1914, and was a Deputy Chairman from 
1922 until 1929, when he was appointed Chairman. He 
was also Chairman of the Royal Insurance Co., Ltd., and 
the Liverpool and London and Globe Insurance Co., 
Ltd., and a Director of the Transatlantic Trading Co., 
Ltd., the British Cotton Growing Association, Ltd., the 
Thames & Mersey Marine Insurance Co., Ltd., British & 
Foreign Marine Insurance Co., Ltd., and the Legal 
Insurance Co., Ltd. 

He began business as a cotton merchant, and even- 
tually became senior partner of the firm of Paton, McLaren 
& Company, Cotton Merchants, of Liverpool. He spent 
many years in the United States and was a member of 
the New York Cotton Exchange. He was also a well- 
known member of the Liverpool Cotton Association. 
He became a Director in 1907, was elected Vice-President 
in 1924, and President in the following year. He also 
served on the Council of the British Cotton Growing 
Association. His wide knowledge of American affairs 
was put at the service of Great Britain during the war, 
and for three years he was attached to the British Em- 
bassy in Washington. He went with Mr. Balfour’s 
mission to the United States, and after the War attended 
the Peace Conference. Mr. Paton took a practical 
interest in hospital affairs. He served on the Committee 
of the Liverpool Southern Hospital for fifteen years, 
latterly as President, and was an exponent of the view 
that one large hospital should be built to take the place 
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of the hospitals which are at present situated in various 
parts of Liverpool. Mr. Paton was made a Companion 
of the Bath in 1920. 





Appointments and Retirements 


Barclays Bank 


Mr. Edgar Bertram Hibberd, Principal of the Intelli- 
gence Department, Head Office, has been appointed 
Treasurer of the bank in succession to Mr. Percy Charles 
Harte. 


Martins Bank 


The Directors of Martins Bank, Ltd., announce that 
Mr. E. B. Orme, J.P., a Deputy Chairman of the bank 
since 1929, has been appointed Chairman in succession 
to the late Mr. Alexander Allan Paton, C.B. Mr. Orme 
has also been elected to a seat on the London Board of 
the bank. Mr. Richard D. Holt, J.P., LL.D., has been 
appointed a Deputy Chairman. 

Mr. Orme is a partner in the firm of Messrs. Reynolds 
& Gibson, Cotton Brokers, Liverpool. When the World 
Cotton Conference was held at Liverpool in 1921 he 
acted as Vice-President, and he has served upon various 
committees formed to deal with war and _ post-war 
problems. He was President of the Liverpool Cotton 
Association for the year 1918-19. He is a member of 
the Mersey Docks and Harbour Board, and a Director 
of the Royal Insurance Co., Ltd., the Liverpool & London 
& Globe Insurance Co., Ltd., and the Liverpool Over- 
head Railway Company. 

Mr. Holt is a partner in Messrs. Alfred Holt & Co., 
Shipowners, Liverpool, and one of the Managers of the 
Ocean Steamship Co., Ltd. He is Chairman of the 
Mersey Docks and Harbour Board and of the Elder 
Dempster Lines, Ltd. He is also a Director of the China 
Mutual Steam Navigation Co., Ltd., India Buildings, 
Ltd., and Tientsin Lighterage Co., Ltd. He was Member 
of Parliament for the Hexham Division, Northumber- 
land, from 1907 to 1918, and in 1933 received from 
Liverpool University the honorary degree of LL.D. 
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Midland Bank 

Mr. M. M. Wilde, who became Manager of the Midland 
Bank Executor and Trustee Co., Ltd., upon its formation 
by the Midland Bank in 1909, and was later appointed 
General Manager, has retired on pension. His successor 
as General Manager is Mr. G. E. Baldry, hitherto the 
Joint General Manager of the Executor and Trustee 
Company. 


American Banking 
By a Correspondent 


HE statements of condition for June 30, published 

by the banks, revealed a continuation on a 
diminished scale of the parallel expansion of 
investments in government securities and of deposits 
which had characterised to a striking degree the reports 
at the end of the first quarter. Unlike the results shown 
in the March statements, however, the June reports 
showed noteworthy variations among the larger banks. 
Five of the larger New York City banks, the Chase 
National, the National City, the Central Hanover, the 
Bank of the Manhattan Company, and the Manufac- 
turers’ Trust continued to expand their holdings of 
government securities in the second quarter, the aggre- 
gate rise for the group being $318,600,000, of which the 
Chase alone accounted for $97,700,000. On the other 
hand, the Guaranty Trust Company and the Bankers’ 
Trust Company which, in the first quarter of the year 
had increased their holdings of government securities 
by $91,100,000 and $162,100,000, respectively, have cut 
down their holdings by $27,900,000 and $41,000,000, 
respectively, in the second quarter of the year. This 
divergence in policy with respect to investments in 
government securities may merely reflect adjustments of 
passing significance, but it may also mean that the 
concentration of banking assets in Treasury issues has 
reached its peak. The average ratio of holdings of 
government securities to total assets for the nineteen 
banks of the New York Clearing House Association rose 
to 28 per cent. at the end of June, and in the case of 
some individual banks the ratio was as high as 43 per 
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cent. The main difficulty of the banks is that even if 
they have become satiated with government obligations, 
they still have no other important outlet for their surplus 
funds. Loans and discounts showed on the average a 
further decline during the quarter. 

The publication of the half-yearly bank statements 
afforded proof of the extent to which the Federal Govern- 
ment has assumed supervision and control over the 
banking system. Since the close of 1932, State super- 
visory authorities have, as a rule, omitted the customary 
calls for statements of condition by institutions in their 
charge. In that period not a single call for public reports 
has been made by the New York State Banking Depart- 
ment. The end of the second quarter of this year brought 
no change in the attitude of the State authorities, but 
the Controller of the Currency in issuing his call for 
reports by national banks also required State banks and 
trust companies which are members of the Federal 
Reserve System to report. The Federal Deposit Insur- 
ance Corporation also issued a call to all State institutions 
which are not members of the Federal Reserve, but which 
belong to the deposit guarantee fund to report their 
condition as on June 30. In this way virtually every 
bank in the country was called upon to report upon its 
condition through the authority of Federal agencies. 

A further important incursion of the Government 
into the banking field was provided in June by the 
enactment of the Industrial Loan Bill, which amended 
the Federal Reserve Act so as to provide for direct loans 
to industry of working capital by the Federal Reserve 
Banks, alone or in co-operation with commercial banks. 
The bill provides for the extension of capital loans of up 
to five years’ duration to established industrial or com- 
mercial organisations. It authorises the Reserve Banks 
to make such loans directly in exceptional circumstances 
where no accommodations can be secured through the 
usual banking channels. It also provides the means 
whereby such loans may be made by banks under the 
assurance of a prior undertaking by the Federal Reserve 
Bank to discount the paper at any time and to absorb 
up to 80 per cent. of any losses which may result from 
the transaction. It may be imagined how tempting 
such an arrangement may prove to bankers weary of 
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the perils of business credit risks in these times and still 
clinging desperately to the fetish of liquidity. Here is an 
opportunity to make capital loans—the one type of 
credit which is in demand by business—yet to maintain 
complete liquidity in so doing and to have the assurance 
that the major part of any losses, should the loan prove 
an error of judgment, will be borne by the central bank. 
The most interesting feature of the arrangement is not 
that it further involves the Government in the business 
of lending money to industry and commerce, but that it 
further increases the reliance of bankers upon the Govern- 
ment to relieve them of the exercise of banking judgment 
and the taking of banking risks. The concentration of 
banking funds in the government securities market had 
already sapped the will of bankers to take commercial 
credit risks, and the guarantee of bank deposits and the 
increasing regulation of banking activities had con- 
tributed to their reliance upon the Government for 
guidance and protection. 

Unlike earlier incursions of the Government into 
banking, the Industrial Loan Act evoked no protests 
from bankers. Federal guarantee of bank deposits, 
incidentally, is coming to be accepted with complacency 
by bankers who at first protested vigorously against it. 
The so-called permanent plan of insurance was further 
postponed for one year during the closing sessions of 
Congress, and the temporary plan was modified only to 
the extent of increasing the size of the insurance limit 
upon individual deposits from $2,500 to $5,000. The 
only noteworthy withdrawals from the deposit fund on 
July I were those of the savings banks. The majority 
of these throughout the country withdrew from the 
Federal organisation in favour of the State funds which 
they have organised. In New York State a fund has 
been created with an initial capital of $10,000,000 
supplied by a levy of 0-2 per cent. upon the total deposits 
of the banks. The fund is to be built up to $100,000,000 
over a period of years through annual levies of o-I per 
cent. of deposits. 

Faint signs have appeared in recent weeks of a revival 
in the financial world. To begin with, the summer 
recession in business has been far less than was antici- 
pated. Industrial activity has slowed down, but not to 
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the extent that was forecast. Retail sales, on the whole, 
have been holding up well. Stock market activity is at 
the lowest ebb in a decade, but now that the worst is 
known with respect to Federal regulation of the exchanges, 
Wall Street is beginning to take a more realistic view of 
the conditions under which it will have to work and to 
discover that in spite of its gloomy forebodings all is not 
lost. Of particular interest was the appointment to the 
chairmanship of the commission, which is to regulate 
the security exchanges, of Mr. Joseph P. Kennedy, a 
stock market operator of considerable ability. 

It is not altogether clear as yet whether Mr. Kennedy 
is to use his intimate knowledge of stock market pool 
operations to curb the security markets or is to bring 
his understanding of Wall Street affairs to bear as a 
moderating influence upon the more zealous, but less 
experienced, members of the commission who were 
chiefly responsible for the drawing up of the Stock 
Exchange Control Bill. Intimations from Washington 
have been of a character to sooth the frightened broker. 
It has been suggested through unofficial, but apparently 
inspired, sources that Mr. Kennedy’s selection for the 
post should be taken as reflecting a desire on the part of 
the administration not to kill “legitimate security 
business.” 

In this connection signs are not lacking that the 
Roosevelt Administration would like to retrace some of 
the steps taken by its more enthusiastic experimenters 
to ‘‘ punish ’’ Wall Street. In particular, it is recognised 
that the quietus put upon the capital market by the 
harsh and inflexible conditions of the Securities Act of 
1933 has had an important influence in retarding business 
recovery. So long as the capital market continues in its 
present moribund state, it is now felt the Government 
will continue having to pour out huge amounts of emer- 
gency expenditures in an effort, which is bound to prove 
fruitless, to stimulate business to a point where it can 
carry on the task of recovery and permit the Government 
gradually to reduce its outlays. 

During June amendments to the Securities Act 
calculated to soften some of its more repressive features 
were enacted by Congress at the behest of the administra- 
tion, and it appears evident that word has been sent out 
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indirectly to bankers that a reasonable attitude will be 
taken by the administrators of the Act. Partly as a 
result of these changes opinion is rapidly gaining ground 
that an important revival of new financing is at hand. 
Conditions favourable to such a development have been 
created by the further rise of high-grade bonds to the 
best levels for many years. The average yield on long- 
term government bonds had fallen by the end of June 
to around 2-80 per cent., which was the lowest since 
before the war. The majority of outstanding government 
issues are at the highest prices in their history. 

A psychological factor of some importance making 
for a revival of new financing was the separation on 
June 16 of deposit banking from investment banking. 
Private banking houses which had previously conducted 
both lines of business were compelled at that time to take 
counsel of themselves whether there was any future for 
them in the investment banking business. Until the 
final date for this separation many private bankers had 
hoped that Congress would relent and permit a continua- 
tion of their business as before. The virtual “ boycott ” 
on new financing that had existed for a year was, no 
doubt, maintained as much in the hopes that it would 
lead to a change of view in Washington as from actual 
fear of the consequences of doing business under the 
Securities Act. Once the hope of a change in the banking 
law had passed, the majority of private bankers realised 
that for them there was no choice but to cast their lots 
with investment banking as against deposit banking, 
whatever the future of the former might be. They 
therefore proceeded to take the necessary measures of 
segregation, and as a natural consequence began to 
modify their former attitude of hopeless criticism and 
to seek ways of resuming business under the new laws. 
This, as had been indicated, has been made easier for 
them by the modifications of the law and by the very 
evident desires of the Administration to bring about a 
revival of financing. Already one important issue of 
railway bonds has been marketed successfully under the 
provisions of the Securities Act and it seems likely that 
additional railroad financing will soon be done. From 
this it would be only a short step to a resumption of 
industrial financing. 
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Another factor which has contributed to a somewhat 
better feeling has been the more concilatory attitude 
taken by the administrators of the N.R.A. and the 
recent abandonment by that organisation of its policy 
in favour of price fixing. This change of front and other 
less obvious developments have encouraged the belief 
that some of the new laws are, in fact, sufficiently flexible 
to undergo modification where practice proves them 
detrimental to recovery. The conflict between recovery 
and reform, which has been the most disturbing element 
in the new deal, appears to be softening. 

Still another important element in bolstering senti- 
ment has been the adjournment of Congress. Tradition- 
ally the adjournment has always been an occasion of 
rejoicing for business and the financial markets, but in 
the present case relief is somewhat checked by the large 
number of permissive powers left by Congress in the 
hands of the Administration. Even with Congress out 
of the way the Government has authority to make 
important changes which will influence business—par- 
ticularly with respect to monetary affairs. 

Nevertheless, the rising of Congress has brought 
relief. The many new laws vitally concerning business 
and finance enacted by the Seventy-third Congress, the 
huge appropriations authorised and the constant threat 
of legislation far more disrupting than any that was 
actually adopted, have made the session which has just 
ended peculiarly trying. 

The Federal Reserve System has continued the passive 
role assigned to it early in the year when the Treasury 
assumed authority over the monetary affairs of the 
country. Member bank excess reserves have continued 
in the neighbourhood of $1,700,000,000, and the Treasury 
has during the latter part of June and the first week of 
July refrained temporarily from adding to’ these reserves 
by expenditure of its free gold. This restraint has been 
due entirely to the large balances placed at its disposal 
through the unusually heavy cash subscriptions to the 
June 15 government issues. When those balances have 
been reduced, further deposits of free gold may, presum- 
ably, be expected. 
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French Banking 
By M. Mitzakis 


HE decline in short-term money rates, which began 
in April, became accentuated in May and con- 
tinued in June. The French money market is 
experiencing a period of great ease. It is true that the 
volume of resources cannot be compared with that of 
London or New York, and interest rates have not fallen 
to an unusually low level. Compared, however, with the 
tension of February and March, the improvement is very 
considerable. In March the interest on three months’ 
loans was about 4 per cent. At present it is under 2 per 
cent. The comparison of these rates shows the extent of 
the return of confidence through the policy of the 
Government of National Union. Asa result of its financial 
measures, capital is leaving its hiding places. Hoarding 
has declined, much to the benefit of the Treasury, which 
has been able to raise the funds required for meeting its 
liabilities. 

The Treasury has drawn extensively on the resources 
of the money market. In the absence of official infor- 
mation—the French Treasury does not publish any 
returns—it is impossible to indicate the amount of these 
loans, but they are understood to have been very sub- 
stantial. Something like 5 to 6 milliard francs must have 
been obtained through the issue of Treasury bills of 
one to three months. It is thanks to the ease with which 
such bills are being absorbed that the Treasury so far has 
avoided the issue of a long-term loan. 

In spite of the continuous Treasury borrowing, money 
rates continued to decline, as is shown by the following 
table. 

During June the decline of money rates was not so 
pronounced as in May; it was none the less substantial. 
The market rate of discount declined from 2;% to 13} per 
cent. Call money rate declined from 2% to 1} per cent. 
The rates of loans on Bons de la Défense declined from 
27, to 133 per cent. for one month, and from 2} to 
118 per cent. for three months. The abundance of funds 
also affected to some extent loans on securities. On the 
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End of Endof End of 
April, May, June, 
1934 1934 1934 

















% % % 

Banque de France, rediscount rate 3 2} 24 
Market rate of discount oe mS sg 2% 245 134 
Day to day money i ba aa 3 23 14 
Loans on Bons de la Défense Nationale :— 

Market rate for I month .. 3% 245 1%3 

Market rate for 3 months 33 2H 1B 
Rates of loans on securities :— 

On the Parquet 33 24 13 

On the Coulisse 43 4} 4} 


Parquet the rate declined from 2} to 1% per cent., but 
on the Coulisse it has remained at 43 per cent. 

It is necessary to go back to the summer of 1933 to 
find such easy credit conditions. It will be remembered 
that at the time of the London Economic Conference 
foreign funds were being transferred to France on a 
large scale, resulting in an influx of gold to the Bank of 
France, and causing easy money conditions. The situation 
is the same to-day, but not for the same reason. 
There does not seem to be any influx of foreign funds to 
France. What is happening is that French capital is 
being repatriated. The funds transferred to London 
between November 1933 and February 1934 are now 
returning to France; hence the new gold influx to the 
Bank of France. 

During June the gold reserve of the Bank of France 
increased from 77,466 millions to 79,548 millions, an 
increase of 2,082 millions of francs. Since the beginning 
of March the total increase has been nearly 6 milliard 
francs. The gold imported came largely from the British 
Exchange Equalisation Fund. During the last month or 
two sterling had to be supported incessantly. During 
June the British authorities had to intervene repeatedly 
to counteract the weakness of sterling. The Swiss 
National Bank, the National Bank of Belgium, the Bank 
of Italy, and the Reichsbank were also obliged to sell 
gold to the Bank of France. The Bank of Italy had to 
support the lira during the last few months. Its efforts 
seem to have attained their end, for after a prolonged 
spell of weakness the lira rate has lately become firmer. 

M 
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The influx of gold to the Bank of France resulted in 
an increase in the reserve ratio. At the end of March it 
was 76:77 per cent. By the end of April the ratio had 
risen to 77°52, by the end of May to 78-51, and by the 
end of June to 79-12. The following are the figures of 
the French Bank return :— 

End of Endof End of 
April, May, June, 
1934 1934 1934 


ASSETS. (millions of francs) 

Gold reserve in ‘ os 75,750 77,466 79,548 

Foreign exchange reserve ‘(total) ‘9 833 862 935 
Sight .. * “a ee - 14 14 15 
Time - ws os ws - 819 848 920 

Discounts (total) .. - wa ‘a 5,940 5,243 4,608 
Bills on France .. : +i vs 5,707 5,089 4,386 
Bills on foreign countries - - 233 154 222 

Advances on bullion “ sie oy 1,550 1,536 1,513 

Advances on securities .. hie - 3,016 3,060 3,076 

Bonds on the Caisse Autonome .. sul 5,973 5,950 5,929 

LIABILITIES. 
Note circulation .. i 81,502 79,992 82,058 
Current and deposit accounts (total) wis 16,223 18,677 18,479 
Of which— 

Treasury .. os a se 308 537 256 
Caisse Autonome - os 8 1,716 2,459 3,035 
Private accounts és os a 13,961 15,501 14,951 
Sundry .. i's - “is 238 180 238 

Total of sight liabilities .. a is 97,725 98,669 100 537 

Percentage of gold cover .. - -© -97°52% 78°51% 79°12% 


This table indicates the marked decline in discounts. 
From nearly 6 milliard francs in April, this item has 
declined to 4,608 million francs in June. This decline is 
the result of the improvement in the money market. The 
extent to which the banks have to make use of the 
central bank has diminished. 

The abundance of funds is confined, however, to the 
short loan market. In the market for long-term loans 
there has been no decline of interest rates since April, 
when the price of rentes rose by 15 to 20 per cent. The 
Government is making efforts to bring about a decline 
in the interest rates on long-term loans, and is sparing 
no effort to raise the price of Government loans. During 
the last quarter, the issue of bonds has been practically 
suspended so as to avoid the adverse effect of new 
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emissions on the prices. The banks have encouraged 
their customers to invest in fixed-interest-bearing securi- 
ties. The result attained has not been substantial, for 
since its optimism in April, the public has adopted a 
reserved attitude. Events in Germany have caused much 
uneasiness, and the economic crisis discourages tendencies 
towards investment. It is to these factors that the 
dullness of the Paris Bourse has to be attributed. 

It has become necessary for the Treasury to issue a 
loan, in order to meet the maturities of the coming months, 
especially that of 5 per cent. Treasury Bonds of 1924, 
falling due in October. In fact, the issue of a 4 per cent. 
loan of 3 milliards, redeemable in 50 years by drawings, 
has been arranged. 

Parliament has passed the fiscal reforms introduced 
by the Government, the outlines of which were indicated 
in last month’s BANKER. There were no amendments of 
great importance, but Parliament disliked the article 
authorising the Government to unify the 2 per cent. 
turnover tax. At present most foodstuffs pay only 
0°55 per cent., and the application of a uniform rate 
would raise food prices. The Government agreed to 
make certain exceptions, after which Parliament passed 
the article in question. 

The importance of the fiscal reform cannot be 
sufficiently estimated. Admittedly, it is not ideal, as the 
Government had to yield to political considerations on 
certain points. It is none the less a fundamental improve- 
ment of the fiscal system. It simplifies the rules concern- 
ing the application of taxes and relieves the burden on 
trade. It should undoubtedly produce good results. As 
soon as the reform was adopted, the Government removed 
the tax on luxuries, which interfered with a number of 
industries (perfume, motor car, etc.) and with the tourist 
traffic. A number of decrees were passed in July to 
complete the work of reorganisation. 

In the course of the discussion of the Bill, M. Paul 
Reynaud, departing from fiscal questions, dealt with 
monetary policy. Much to the surprise of everybody, the 
late Finance Minister of the Tardieu Government declared 
himself in favour of devaluation. He pointed out that 
the economic situation has deteriorated in countries on 
a gold basis, while it has improved in Great Britain and 
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the United States. To support this statement, M. Rey- 
naud quoted some figures. The number of unemployed 
in Great Britain is to-day 568,000 below its figure of a 
year ago. Export trade has developed. In Canada, 
industrial activity has increased by 40 per cent. since 
1933. The volume of production in the United States 
has increased considerably during the past year. In 
France, on the other hand, unemployment has continued 
and trade is declining. According to M. Reynaud, this is 
explained by the disparity between the internal and 
international value of the franc. Prices in France are too 
high compared with world prices. He quoted the example 
of wheat which costs in Paris three times as much as in 
Winnipeg, sugar which costs six times as much, motor 
cars, etc. To remedy this state of affairs, there were 
only two alternatives : either to lower prices or to reduce 
the value of the franc. As the first method is difficult, 
he suggests resort to the second. 

In spite of the oratorial gifts of M. Reynaud, his 
proposals failed to carry conviction in Parliament or with 
public opinion. The Finance Minister, M. Germain 
Martin, gave him an emphatic answer both in the Chamber 
and in the Senate. He stated that a devaluation of the 
franc would not bring the results indicated by 
M. Reynaud, and declared himself with great deter- 
mination in favour of maintaining the value of the franc, 
in accordance with the undertaking made by the Govern- 
ment. His statement was very well received. It is 
beyond doubt that the majority of public opinion in 
France is against any monetary manipulation. M. 
Reynaud’s arguments were in any case not convincing 
enough to bring a change in public opinion. His 
statistics are open to criticism. He compared the 
American situation at the beginning of 1934 with that of 
the beginning of 1933, when conditions were abnormal 
owing to the banking crisis which aggravated the 
depression. It is thus not surprising that, compared with 
1933, the present situation in the United States showed 
an improvement. Had he compared the situation of 1934 
with that of 1929 his results would have been totally 
different. He would realise that industrial production 
had declined less in France than in the United States. 
Great Britain is the only country whose trade is to-day 
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as active as it was in 1929. But the depreciation of 
sterling was not the only cause of this. The balancing of 
the budget, reduction of interest rates, and the return of 
confidence, all contributed to bring about economic 
recovery. M. Reynaud, in order to emphasise the dis- 
parity of prices, quoted the examples of wheat, sugar, 
motor cars, etc. These, however, are goods which are 
protected by customs tariffs. The discrepancy of prices 
is not due to the over-valuation of the franc but to customs 
duties. To remedy the situation, it is useless to change 
the value of the currency. It would be sufficient to 
reduce the customs duty on wheat and motor cars, and 
to reduce the excise on sugar. 

Unquestionably, the problem of prices in France is 
important. French Governments since 1929 have been 
too protectionist; they have raised customs tariffs 
and introduced quotas. They have thus partially 
neutralised the fall in prices and the reduction in the cost 
of living which might otherwise have occurred. As a 
result, wages have failed to decline to the point needed 
to place French trade on a competitive basis. The 
problem to be dealt with is thus one of fiscal policy and 
not of monetary policy. The present disparity of prices 
does not endanger the stability of the franc. This is 
shown by the fact that the balance of payments remains 
more or less in equilibrium. It is true that visible trade 
shows a deficit, but it is offset by invisible exports. The 
trend of gold movements has been for years favourable 
for France, and this is a particularly reliable index. It 
is true that in 1933 the gold stock of the Bank of France 
declined, but this was more than compensated by the 
increase in private French holdings. 

The necessity for the devaluation of the franc does 
not therefore arise, or at any rate not from the causes 
indicated by M. Reynaud. In fact, the stability of the 
franc could only be endangered by an unbalanced budget 
and the difficulties of the Treasury. The Government 
of National Union, since its advent to power, has taken 
highly effective measures in that sphere, and it is hoped 
to be able to overcome any obstacle there remains. 
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German Banking 
By A Correspondent 


HE Statistical Office has published a report on the 
effects of employment schemes and their financing 
upon German banks. The results of its inquiries 
mainly confirm the conclusions reached in the last 
issue of THE BANKER, but it contains a few interesting 
new figures. The Reichsbank’s holding of employment 
scheme bills, which was under 500 million reichsmarks 
at the end of 1933, has increased in the meanwhile to 
some 1,200 millions. As the total bill holdings of the 
Reichsbank rose very slightly during that period, the 
proportion of unemployment relief bills rose from 15 to 
35 per cent. This calculation is based on the end-of- 
month figures; and if it were based on the average 
figures, the increase would be still greater. The Reichs- 
bank’s share in the total outstanding unemployment 
relief bills has also increased materially during the first 
half of 1934. At the end of 1933 it held only about 
one-third of the total, while at the end of 1934 it held 
more than half. 

At the same time, the Reichsbank has bought 
additional amounts of securities eligible for the note 
reserve, especially taxation scrips. This means that it 
is carrying a further part of the financing of employment 
schemes. As for the commercial banks, they have 
become more liquid as a result of employment schemes. 
While the first result of the trade revival was the with- 
drawal of deposits by industrial enterprises, at present 
new deposits are in excess of withdrawals. At the same 
time, debtors have been able to make substantial repay- 
ments. These developments have enabled the banks to 
increase their liquid assets. While their total of bills 
has remained practically unchanged, their holdings of 
Treasury bills have increased. As the leading banks 
are pursuing the policy of passing on to the Reichsbank 
their unemployment relief bills, their holdings of genuine 
trade bills must have increased. The most remarkable 
is the growth of deposits at the Girozentrale, which is the 
central institute of German savings banks, this being due 
to employment schemes, higher wage earnings and the 
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revival of activity among small and medium sized enter- 
prise. On the basis of the reinforced liquidity regulations 
introduced in 1931, the new deposits are not employed in 
credits but are accumulated as liquid reserves. For 
such purposes Treasury bills and unemployment relief 
bills lend themselves particularly, owing to the under- 
taking of the Reichsbank to rediscount them. The 
persistent issuing of such bills, however, has prevented any 
lasting decline in money rates in Germany. This in 
turn has affected the tendency of the long-term loan 
market, and has neutralised the effect of the Reichsbank’s 
open market policy. 

The figures of the Reichsbank increased at the end of 
June to a greater extent than a year ago, for in addition 
to end-of-half-year and holiday influences, there were 
also the payments on account of the new Reich Loan. 
The readjustment during the first week of July corres- 
ponded, however, to that of 1933, so that on balance the 
discounts showed no change against 1933, after allowance 
has been made for the decline of gold and foreign exchange 
holdings. The Reichsbank’s holdings of securities 
eligible for inclusion in the note reserve has increased 
between June 7 and July 7 from 323 to 371 millions. This is 
attributed to the participation of the Reichsbank in the 
new Government issue. The Reichsbank has acquired in 
the market large amounts of the Liquidation Loan— 
which is convertible into the new loan at the rate of 3 to I, 
against an additional cash payment of 23-75 reichs- 
marks—and has converted it into the new loan. At the 
same time, the Reichsbank must have bought other 
securities also, such as taxation scrips, municipal loans, 
mortgage loans, etc., in order to influence the price of 
bonds. 

The gold and foreign exchange holding of the Reichs- 
bank has declined to a new low record. In consequence 
of the marked decline during the first three weeks of 
June, the allotment of foreign exchange has been limited 
since June 23 in accordance with the daily influx. The 
quotas of allotment showed wide discrepancies. In part 
the quotas were reduced during the past fortnight, as the 
applications which were not granted or which were 
granted only in part were submitted over and over again. 
It is hoped, however, that the quotas will gradually be 
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raised, as the suspension of interest payments and the 
restriction of imports are bound to have their effect. 
Although the foreign currencies obtained from exports 
have declined during the last few months, during the 
last few weeks they were well maintained. On the other 
hand, the Reichsbank will have to provide for the service 
of British Young and Dawes bonds in accordance with the 
Anglo-German debt agreement, and it is possible that 
similar agreements will be concluded also with other 
countries. 

The note circulation increased during the last few 
weeks to a greater extent than during the corresponding 
period of last year. This was due to larger holiday 
requirements and to a revival of activity in retail industry 
and commerce. 

The monthly returns of the German commercial 
banks continue to indicate an increase of inland deposits 
and a decline of foreign deposits. In April the foreign 
deposits with the four leading Berlin banks declined by 
15 million reichsmarks, and the decline for May is 
probably 25 millions. The increase of inland deposits in 
May was not as large as the decline of foreign deposits. 
The decline of debtors continues, owing to the repayment 
of old debts and the conversion of municipal debts into 
long-term loans. Bill holdings have continued to increase. 
The increase of the outside resources of the Girozentrale 
did not continue; on the contrary, there was a slight set- 
back. 

On the new 4 per cent. loan of the Reich altogether 
over 300 millions of reichsmarks were subscribed. Half 
of this amount represented conversion of Liquidation 
Loan, a quarter conversion of the 1929 Loan, and the 
rest cash subscription. In order to stimulate the issue of 
Treasury bills, a new series is now being issued, at a 
discount of 4 per cent., repayable on June 15, 1935. As 
these new bills fall due in less than one year, they can 
serve as security to loans from the Reichsbank. This 
is not the case with the old series of 4} per cent. bills 
maturing on November 15, 1935, which was not readily 
taken during the last few weeks. 
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International Banking Keview 


ITALY 

HE persistent weakness of the lira which began 
early this year seems to be drawing near its end. 
It was the result of the combined influence of an 
adverse trade balance and an efflux of capital following 
upon the great conversion operation. This latter factor 
seems to have ceased to have any influence judging by 
the marked recovery in the price of the 34 per cent. 
Consolidato, which indicates that the process of selling 
has come to an end. The Government’s measures of 
control have also produced their effect. The reinforce- 
ment of restrictions on the export of capital appears 
to be effective, and the official operations conducted by 
the Bank of Italy, under the expert guidance of Dr. 
Nathan, the London representative of the bank, who has 
been temporarily transferred to Rome for that purpose, 
were also successful. Intervention was arranged in 
Paris, and thanks to the skill with which it was managed, 
relatively small operations were sufficient to discourage 
bear speculation on a large scale. The Bank of France 
collaborated in the operation with the Bank of Italy, 
indicating the solidarity of the gold b/oc, and also the 

improvement of Franco-Italian relations. 


SWITZERLAND 


At the extraordinary shareholders’ meeting of the 
Bank in Zofingen, which got into difficulties, the chair- 
man stated that attempts at the reconstruction of the 
bank were frustrated by a Press campaign which under- 
mined confidence. The plan that is being adopted is to 
cede to the creditors the assets of the bank, leaving it to 
them to liquidate those assets. By such means, it might 
be possible to retain the legal structure of the bank, with 
a view to reconstruction, or amalgamation with some 
other bank. In the opinion of the management, the 
valuation of the assets, according to which creditors 
would lose 25 per cent. of their claims, is too pessimistic. 


BELGIUM 


Negotiations are making progress for the liquidation 
of the participation of the Société Générale de Belgique 
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in the Wiener Bankverein, following upon the amalgama- 
tion of that bank with the Creditanstalt. It is believed 
that, in return for its holding in the Bankverein, and in 
payment for its credit to that bank, the Belgian bank 
will accept shares in an important Austrian company 
engaged in railway carriage finance. 


LATVIA 


An agreement has been concluded between the Bank 
of Latvia and the State Bank of the U.S.S.R. for the 
establishment of exchange clearing between Latvia and 
the Soviet Union. In future Latvian importers of 
Russian goods will pay the purchase price in lats into a 
special account with the Co-operative Transit Bank of 
Riga. The lat amounts originating from travelling of 
Latvian subjects in Russia, etc., will be also paid into 
this account. The proceeds will be used for payments 
for Russian imports from Latvia. From the point of 
view of Latvia, this arrangement has the advantage of 
doing away with the necessity of paying in devisen for 
the goods imported from Russia, and of compelling the 
Soviet authorities to spend in Latvia the whole of the 
proceeds of Latvian purchases of Russian goods. 


AUSTRIA 


The amalgamation between the Creditanstalt and 
the Wiener Bankverein is being gradually carried through. 
The head office of the Creditanstalt has moved into the 
premises of the Bankverein, and the liquidation of over- 
lapping branches is in progress. 

The foreign exchange position of Austria is becoming 
decidedly easier. There is a fair demand for schillings, 
and the requirements of the private clearing are being 
satisfied without difficulty. 


BULGARIA 


The Bulgarian Government is establishing a new 
bank under official auspices. Its name will be Credit 
Bulgare, and it will be created through the amalgamation 
of a number of existing banks. The authorised capital 
of the new bank will be 250,000,000 levas, of which 
125,000,000 levas will be subscribed. The Government 
will take up shares to an amount of 50,000,000 levas, 
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of which it will pay 20,000,000 levas immediately, 
15,000,000 levas within one year, and the balance within 
two years. The Government’s rights as a shareholder 
will be exercised by the National Bank of Bulgaria, 
whose representative on the board of the bank will have 
the power to veto any decision. The remainder of the 
share capital will be allotted to the shareholders of the 
banks which the Credit Bulgare is to absorb. The new 
bank will have the right to accept deposits subject to 
the provisions of the law safeguarding depositors. All 
documents issued by the bank will be free of stamp duty. 
The National Bank is authorised to grant the bank a 
supplementary credit of 100,000,000 levas, in addition to 
such credit facilities as it would in any case be entitled 
to grant by virtue of its statutes. Already several 
banks have declared their desire to be amalgamated 
with the new bank. Among others, the United Bank of 
Bulgaria, the International Bank of Bulgaria, and the 
Bank of Commerce and Credit have taken decisions to 
that effect. 
Banking Keviews 
English Reviews 

N an article entitled “‘ External Trade and Internal 

Recovery’ the MIDLAND BANK review for June- 

July points out that our imports have increased 
considerably more than our exports during the past 
half-year and asks the question, “Can we find room 
in our balance of payments for these increased imports 
without damage to our position as a world centre of 
finance and depository of non-British funds?” This 
question is answered emphatically in the affirmative by 
the writer. He does not consider that we need either 
realise our overseas investments or borrow abroad to 
pay for our present import surplus, as he believes that 
the statement of the Board of Trade estimates for last 
year is unduly conservative and that there must have 
been some export surplus on our balance of current 
payments. This he concludes was due to an under- 
statement of our income from overseas investments in 
1933. Moreover, during the current year this income 
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should be increased owing to the higher prices obtainable 
for primary commodities and consequently the higher 
dividends which may be expected from companies 
operating overseas. Thus in so far as the increase in the 
cost of our imports is due to higher prices, that increase 
is likely to be counterbalanced to a large extent by a 
similar increase in the dividends due to British share- 
holders, i.e. by an increase in our “ invisible exports.” 
In conclusion the writer suggests that should a deficit 
on our balance of payments develop we need not worry. 
Since we are not now on the gold standard, it could be 
left to take care of itself. 

An interesting article, entitled ‘“‘ Trends in Britain’s 
Overseas Trade,” which appears in the June issue of the 
WESTMINSTER BANK review should be read in connection 
with the article mentioned above. The writer points 
out that the enlarged excess of imports is due to a rise 
in imports, and not to a fall in exports—which are 
themselves rising. ‘It is only to be expected that in 
the first phase of trade recovery imports should rise before 
exports, since one must buy before one can produce to 
sell.’”’ The writer proceeds to show statistically that the 
increase in imports is mainly a reflection of increased 
purchases of raw materials. Summing up, he considers 
that ‘“‘ The recent courseof British Overseas Trade suggests 
that Governmental policy—whether fiscal or monetary— 
is less effective in diverting trade into fresh channels than 
in obstructing it,’’ and that if the expansion in manufac- 
tured imports is maintained during 1934 they will still 
be only three-quarters of the amount imported in 1931. 

We should like to draw the attention of our readers to 
the excellent summary of “‘ The War Debt Notes ” which 
appears in the July issue of BARCLAYS BANK review and 
which gives an exceedingly clear picture of the present 
impasse. In the same journal may be found a good 
analysis of that difficult subject: “‘ Credit Expansion 
and the Price Level.’’ The writer emphasises the point 
that undue importance is often attached to monetary 
factors as affecting the price level and that their 
reaction on the general level of prices and production 
can be, and frequently is, offset by factors both internal 
and external over which the banking authorities have 
no control. ‘“‘ A great expansion has taken place in the 
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basis of credit in Great Britain, but unfortunately this 
has not produced the full effect on the general price level 
anticipated in many quarters.’’ This is due to the fact 
that there has not been a really substantial growth in the 
demand for goods, and the improvement in industrial 
activity has had, as yet, only a slight effect on the total of 
banking advances. The writer concludes that “‘ However 
cheap or abundant money may be, it will not be employed 
unless the industrialist can see his way to utilise it 
remuneratively, whilst, unless it is used, its ability to 
bring about a rise in prices is nullified.” 

The theory that the problem of the near future is 
the problem of how to organise, not work but leisure, 
which was promulgated by the Minister of Agriculture, 
Mr. Elliot, in his broadcast on March 27, is subjected 
to a searching analysis in the July issue of LLoyp’s 
BANK review. The article, entitled “‘ Trade Recovery 
and the Future,” is from the pen of Mr. O. R. Hobson, 
and is a strong indictment of economic nationalism. 
The writer considers that we cannot reduce industrial 
unemployment and, at the same time, increase agri- 
cultural production, because full employment of the 
industrial population premises a large export of manu- 
factured goods, and those manufactured goods can 
only be paid for by the acceptance as imports of large 
quantities of foodstuffs as well as of raw materials. 
Hence, he believes that if we expand our domestic food 
production it must lead to a reduction in our standard of 
living, as it would involve the jettisoning of the principles 
of specialisation and natural advantage. This we cannot 
afford, for he calculates roughly that, apart from 
Income Tax payers, the national income is only £25 per 
annum per head. We have given the barest outline of 
Mr. Hobson’s stimulating thesis and we strongly recom- 
mend our readers to study the article for themselves, but 
on the basis of his arguments there is certainly no need 
at present to devote much attention to the problem of 
“leisure’’; we must rather concentrate on improving 
production and distribution. 


Foreign Reviews 


The review of DEN DANSKE LANDMANDSBANK, Copen- 
hagen, for June, reports an improvement in the employ- 
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ment of Danish ships in the carrying trade. At the end 
of April, 41 ships totalling 130,931 tons were laid up, but 
this figure had fallen to 24 ships totalling 82,154 tons at 
the end of May. It is pointed out that some ships had 
been sold but, nevertheless, it is a definite indication of 
improvement in the freight market and it must be borne 
in mind that a year ago Denmark had 262,965 tons of 
shipping laid up. 

Most of the reviews from the Continent and from the 
United States comment on the drought and its effect on 
the crops. The Economic Report of the HUNGARIAN 
GENERAL CREDITBANK for May-June states that “‘ The 
damage wrought by the drought in important corn- 
growing districts has given rise to fresh anxiety and it 
seems that after all the unsuccessful efforts to bring about 
a restoration of the equilibrium of the corn markets 
the solution of this problem is left to the working of 
natural forces.’”’ Nevertheless, this result is not looked 
upon with any satisfaction, for its effects on the agricul- 
tural population will be disastrous. The results of the 
harvest will have a very important bearing on the 
present slight revival in the economic life of Hungary. 

We have received this month the first number of a 
bulletin published by the BANK oF Mexico. This bulletin 
confines itself to a statistical and graphical exposition of 
the financial and commercial positon of Mexico, and we 
might add that such comments or notes as appear are 
made in Spanish. 

The NATIONAL CiTy BANK review for June reports a 
general falling off in business activity in the United 
States. It would appear that the manufacturers have 
rather over-produced, and dealers and stores are full 
up with goods and articles of various descriptions. At 
the moment there is curtailment of output on all sides 
and there is every prospect that there will be more 
than the seasonal falling off in production during July 
and August. ‘‘ Not much in the way of improvement is 
looked for until the crop movements and preparations for 
Fall and Winter trade supply their usual fresh stimulus.” 
Another disturbing factor is the drought and its effect 
on the grain States. ‘‘ The possibility of a loss of farm 
purchasing power through crop failure has slowed up both 
retail and wholesale trade in the areas worst affected and 
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naturally leads to business hesitation elsewhere.” The 
GUARANTY SURVEY looks for smaller crop returns but 
higher prices. We imagine, however, that internal 
prices cannot rise very high because they must obviously 
be governed by world prices after making allowance for 
the tariff. On the other hand, the general position will 
be improved by the reduction of past years’ surpluses. 
As the writer of the former review has stated in a previous 
issue, the United States is suffering at the moment from 
the fact that the capital goods industries are not giving 
their share of employment and hence they are depriving 
the consumers’ goods industries of an important market. 

The GUARANTY SURVEY for June devotes a con- 
siderable space to a discussion of some of the results 
accomplished by Congress. The cost of the Government’s 
programme is staggering and the writer justly says, “‘ It 
is impossible to contemplate public expenditure on such 
a scale without some uncertainty regarding the final 
outcome. The theory is clear enough: the Government, 
after ‘priming the pump’ of business recovery, steps 
away and allows private enterprise to ‘ carry on’ along 
normal lines.’”” Both this review and that of the 
NATIONAL City BANK desire to see the end of the 
‘priming ”’ process but they are both doubtful at the 
moment of the final results. The GUARANTY SURVEY 
points out very rightly that, “‘ the people will have to 
face a tax burden that will be difficult to carry.” It is 
obviously possible for a prosperous country like the 
United States to carry a public debt of $32,000,000,000 
but it will never be popular. The National City Bank is 
not too sure of the outlook and wonders whether it 
will be possible to keep the higher priced goods moving 
across the counters of the retail stores. The labour 
troubles are a further disturbing factor in the situation. 
There is reason to believe that the experimental measures 
will gradually be modified or abandoned as they are 
discovered to be ineffective and this is a cause for optimism 
amongst the business community. An economy based 
on Government expenditure is thoroughly bad and a 
combination of Government expenditure and private 
enterprise does not readily exist together; the problem 
at the moment is to restore the latter. 
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Books 


THE Money MuppLe. By JAMES P. WARBURG. (Lon- 
don, 1934: George Routledge & Sons. Price 
7s. 6d.) 


Mr. Warburg is the first of those who were in a respon- 
sible position during the London Economic Conference 
of 1933 to give us an account of what happened there. 
His dramatic description of the thunderbolt of President 
Roosevelt’s “‘ Independence Day ’”’ Note is unquestion- 
ably the most interesting part of the book. He gives us 
some insight into the working of the famous “ Brain 
Trust.”’ He is certainly a lively, if somewhat unsystema- 
tic, writer, and the book makes interesting reading. We 
cannot help regretting, however, that it does not contain 
more facts—to which the author had access—and less 
views. 


How SHALL I INSURE? By F. G. CuLMer. (London, 
1934: Sir Isaac Pitman & Sons. Price 2s. 6d.) 


Even though the public is inundated with pamphlets 
of insurance companies, giving good advice, the present 
booklet fulfils a very useful task. Its author has no axe 
to grind, and his impartial suggestions are more likely 
to impress prospective policy holders than the master- 
pieces of salesmanship published by insurance companies. 


PUBLICATIONS RECEIVED 

EXCHANGE ARITHMETIC. By H.C. F. HoitGate. (Lon- 
don, 1934: Sir Isaac Pitman & Sons. Price 5s.) 

THE Doucias MANUAL. Compiled by PHILIP MARIET. 
(London, 1934: Stanley Nott. Price 5s.) 
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J. S. Bache @ Co. 


Messrs. J]. S. BACHE & Co. of New York, members 
of the New York Stock Exchange, the New York Cotton 
Exchange and Chicago Board of Trade have opened a 
London Office at 16, St. Helen’s Place, E.C.3 under the 
management of Mr. H. R. Hamilton-Mowforth who is 
well known in financial circles in London and New York. 
He was formerly on the staff of the National City Com- 
pany’s Head Office in New York, and served as an officer 
in the Indian Army. The opening of the London office 
of Messrs. J. S. Bache & Co., is not a new departure, as 
this firm has been represented in London for many 
years. Established in 1892, it is one of the largest 
firms of Stock and Commodity brokers on Wall Street. 
The Head Office of the firm is at 42, Broadway, New York 
City and maintains over forty branches throughout the 
United States and Canada, and is represented on the 
Continent. J.S. Bache & Co., is also widely known as an 
important Commodity firm of brokers, being members 
of all the leading Commodity Exchanges. 





Sir Isaac Pitman @ Sons 


THE publishing firm of Sir Isaac Pitman & Sons, Ltd. 
announce the appointment of Mr. I. J. Pitman as 
Managing Director. Mr. I. J. Pitman is a grandson 
of the late Sir Isaac Pitman whose invention of the 
system of Pitman shorthand in 1837 was the foundation 
of the firm. He joined the Board of Directors in 1924 
and his new appointment as Chairman and Managing 
Director follows upon the conversion of the company 
into a public company. 


Provident Mutual Life Assurance 
Association 


AFTER 40 years’ service with the Association Mr. 
John Sutherland, Chief Agency Manager, has expressed 
a wish to retire. The Directors have accepted with 
regret his resignation which takes effect from July 1. 

N 
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Table I GOLD HOLDINGS 
(IN MILLIONS oF ) t 





9 BAe ae. GERMANY 
ENGLAND] U.S.A. | FRANCE | BELGIUM | NETHER | neNMARK) NORWAY | SWEDEN 

| Total Abrey 

| 

1931 
JANUARY .. 145°9 604°3 432°6 39-2 | 35-2 9-5 8-1 13°3 108°5 104 
APRIL 5 640°1 451-6 41-1 | 36-8 9-5 8-1 13-2 | 114-7 | 49, 
JULY << 163°3 701-1 452-7 41-0 41-1 | 9°5 8-1 13°1 69-6 50 
OCTOBER .. | 134-3 | 644°9 | 481-5 71°3 | 58-0 9-0 8-0 | 10-9 | 63:7 | 44 

1932 | 
JANUARY .. 120°7 613°9 554-4 72°8 73°3 79 8:5 11-3 48-2 55 
APRIL. 120°8 620°1 618-2 71°8 | 732 8-0 8°5 11-3 43-0 39 
JULY nie 136°1 530-0 662°8 73°3 | 81-0 74 8°3 11-3 40:7 4:3 
OCTOBER .. 139°4 591°5 665-2 73°38 | 85°5 7°3 78 11-3 39-0 $1 

1933 
JANUARY .. 119°8 668-4 74°2 85°3 7°3 7°9 11°3 39°5 2+] 
APRIL Le 171°8 1 647-4 76°3 78:4 7:3 8-3 12-0 36°2 3] 
JUNE +e 186°3 723°3 652-6 76°3 69-1 7°3 8°3 11-9 18-2 11 
JULY ha 189°4 728-2 654-1 76°5 61:5 7°3 8°3 11°9 9-2 10 
AUGUST . 190-1 731°4 660-0 76°8 63°9 7:3 8°3 13-8 12-0 16 
SEPTEMBER 190°3 737°3 662°4 77°1 68°3 7°3 8°3 13-8 15-0 48 
OCTOBER .. 190-4 738-0 660-9 77°4 | = 71-9 7°3 8-3 13°9 18-0 29 
NOVEMBER 190-4 737-2 650-1 77-5 73°8 7°3 8-1 14-1 19-4 28 
DECEMBER 190-6 734 1 622-9 vere 76-0 7°3 8-1 14°2 19°8 25 
1934 

JANUARY .. 190-7 733°3 620°7 78°5 76°3 7:3 79 14:2 19-0 19 
FEBRUARY 190-9 460-23 618-8 78°4 75°9 7°3 7:7 14-4 18-4 11 
MARCH ee 191-0 502-4 595-2 77°5 65-4 7°3 7-4 14°5 16-3 13 
APRIL - 191-1 553-2 600-7 77-1 65-0 7°3 7-4 14-6 11:6 355 
MAY ‘ 191-2 583°5 609-8 77°3 65-4 7°3 7°4 14°9 10-0 1-9 
JUNE ‘ 191°3 694-9 630-2 77:1 66-9 7°3 7:4 15-0 6+4 12 
JULY 191°5 612-2 640-4 75°8 69-9 7°3 74 151 3°4 0:8 





The figures are taken from the teturg 
Excluding a small amount held in ¢i 
8 Revised under new parity hw 
4 Revised under new parity aw 


Table If CREDIT AND CURRENCY (millions of £) 


1 
2 

















l 2 
CLEARING BANKS BANK OF ENGLAND 
| Other Deposits*® Government 
I F Cask | Ads ag et or | Reserve® Notes in 
eposits jah | 4 vances rare "hae veserve Circulation® 
Total Balances | ment® 
1931 
JANUARY 1,835 °9 194-6 907-4 97:7 64-4 | | 51-4 351¢7 
APRIL , 1,698 -1 175-4 923-8 91-9 56°6 | 51-9 353°7 
JULY - 1,750°3 180°7 | 896-7 103-1 69°3 | 56-3 358-1 
OCTOBER 1,687-38 172-9 804°4 120°4 68°3 } 53°6 356°8 
1932 } | 
JANUARY .. 1,677°1 176:9 | 889-3 112°5 45°3 49-9 345-9 
APRIL ‘ 1,643-2 170-2 864-8 93°6 62-6 43-0 352-8 
JULY ‘ 1,765-2 187°7 | 820-5 122°7 68°8 44°3 369-3 
OCTOBER .. 1,853 °3 189°5 | 779-9 110-9 67-0 56-0 358-4 
1933 i 
JANUARY 1,943°3 210-9 749-6 135°8 103°4 90-6 45-4 353-2 
APRIL 1,890-9 215°7 749-2 1338°0 100°9 68°5 74°0 371°9 
MAY p 1,904°2 202-3 760-6 117-0 77°5 2°5 72°3 874°1 
JUNE is 1,938-8 210-0 760°7 147°3 105°1 75°4 74°2 375°1 
JULY 1,934°4 201°6 753°3 156-2 98-5 90°6 72°8 377°2 
AUGUST ; 1,927°1 205°1 744°3 122-4 79°4 83-2 76°3 374°0 
SEPTEMIER 1,919°-1 211-7 735°7 141°3 97°3 73°3 79°6 370°8 
OCTOBER .. | 1,912-1 215-3 732-9 149-9 104:1 | 78-0 81-2 369°3 
NOVEMBER 1,888-7 213-0 722-4 143-4 106-9 70-9 80-4 370-2 
DECEMBER .. 1,902-5 210-4 721°2 137-8 101-2 88-0 | 58-7 392-0 
1934 
JANUARY .. | 1,882°3 222-0 20°1 138°4 100-6 77-1 =| 84-2 366-7 
FEBRUARY .. | 1,829-1 206:0 727-1 127-9 90-3 75-6 | 83-6 367°4 
MARCH e. 1,792-4 215-9 738-0 131-4 94°5 77-1 | 69°3 378°8 
APRIL 1,814°5 | 218°8 7460 | 136°5 99°5 75°7 77°5 373°7 
May 1,819°9 214-8 793-5 | 185°5 99-4 76°9 73:2 378°1 
JUNE 1,831-9 196-0 742-1 132-8 96-3 81:0 | 69°38 3817 





4 Average weekly balances, nine banks. 2 “Average “of four or five weekly returns. 
* Since December, 1931, figures relate to last Wednesday in each month, 
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| WITZEF | 
‘ZECHO. deal "0 ae , | SWITZER-| spain 2AN 
gusta | POLAND free O,| AUSTRIA |HUNGARY) ITALY See | SPAIN a a EE, POT 
Abroy | | Ottice } la Naciou 
| 
109 9 -;. 3° 9-4 6-2 5:8 57°3 34 96-7 85-4 84°5 | 0°3 
10 at | 13-0 9-4 6-2 | 4:5 57°4 5 | 96-0 85-9 77°4 | 0-4 
5? 53°7 13°3 9-4 6-2 | 4:0 58-1 ‘4 | 96-3 87:3 64-7 | 0-3 
49 B52 | 13-3 9-3 5:5 =| 6 (3°8 53-9 “4 90-3 82°3 S71 | 0-8 
} | 
5 Nez g 13°8 10-0 5-5 | 8:7 60°9 93-1 89-1 48-1 51°8 0-2 
3:9 Ber.7 13°2 10-0 5:2 3°6 60-9 96°7 89-3 44-0 51-0 0-2 
4:3 974-7 11°2 10-0 4°3 3°5 61°3 103-4 89-4 | 43-9 51-0 0-2 
| 11°3 10°1 4°3 3°5 62-6 104°6 | 89°5 | 43°9 51-0 0:2 
| 
215 — 11°6 10-4 4:3 3:5 3° 98-0 89-6 43°5 51-0 0-2 
319 — 11°3 10°4 4°3 3-5 68-0 100°5 | 89°6 43°5 51-0 0-2 
oF = 10-9 10°4 4°3 3°5 72°3 81:5 | 89-6 43°5 51-0 0-2 
5 .. 10°9 10°4 4°3 3°5 | %3-2 74°3 | 89-6 43-5 51-0 0-2 
16) — 10-9 10°4 4-3 3°5 75°6 72°1 89-6 43°5 51°0 0-2 
46q _ 10°9 10-4 4-3 3°5 76°0 72-1 89-6 43°5 51:0 0-2 
208 .. 10°9 10°4 4°9 3°5 76°2 73°2 89-6 43°5 51-0 0-2 
26) _ 10-9 10-4 4°9 3°5 76°3 76°5 89-6 43°5 51-0 0-2 
2575 — 10-9 10°4 4°9 2°8 76°6 79-2 89-6 43-5 50:0 | 0:2 
Pen « 11:0 10°4 5-5 2°8 76°7 79-2 89-7 47°6 0-2 
Piso 11-0 10-4 5-5 2°8 76°8 79-2 89-7 47°6 0-2 
135 — 11:0 13°94 5:5 2-3 76°8 72-8 89-7 47-6 0-2 
oe 11-1 13-94 5-5 2°8 74°4 69-2 89°7 47°6 Q-2 
19g 11-1 13-94 6-2 2-8 74°0 64-8 89°7 47°6 0-2 
35 . 1l-2 13-94 7-0 2-8 72°1 64°9 89-7 47°6 O-2 
OSH — 11°3 13-94 7-0 2°8 70-0 64-9 89-7 
Tetum i or nearest the first of the month, 
din ti} iunking Department. 
law @ february 1st, 1934. 
law @ February 17th, 1934. 
Table III GOLD MOVEMENTS 
eerie, | UNITED KINGDOM UNITED STATES 
\. TRANS. 
. 7 AAL GOLD 
Net oat tree.) | OUTPUT 
Influx (+) Imports Exports — + Imports Exports —— '+) | at 85/- per 
w Baus (= Exports (—) Exports (—) | “8° oence 
# millions £ millions £ millions | £ millions $ millions $ millions $ millions | £ millions 
| 
1931 | 
JANUARY .. — 7°5 7°3 16-2 — 8-9 34-4 + 34:4 | 3°9 
APRIL “ — 2°7 5°9 0-9 + 5-0 49-5 + 49°5 | 3°7 
JULY tk —31°7 10-0 36°8 —26°9 20°5 1°0 + 19°5 3-9 
OCTOBER .. 8°6 5-3 + 3°3 } 60°9 398-6 —337°7 | 4-0 
1932 
JANUARY .. - 17:1 21°5 — 4-4 32-9 107-9 — 75:0 | 4-6 
APRIL me 12-2 5°5 + 6:7 19-3 49°5 — 30-2 | 4-0 
JULY ea + 1°6 12°8 7:4 + 5:4 16°3 23°56 — 7-2 | 4-2 
OCTOBER 9°3 8-2 + 1-1 20°7 | _ + 20°7 | 4-1 
1933 
JANUARY + 6°6 9°3 22-3 +13°0 128°5 +128°5 | 4-1 
APRIL ee +12°3 20-0 3°7 +16°3 6-3 16:7 —- 99 3°8 
May.. ae _ 32-0 3°38 +28°2 1°38 22°9 — 21:1 4-0 
JUNE + 3°3 24-0 2°7 +21°3 1 | 4-4 — 3-3 3-9 
JULY + 0°6 27-0 1 +25°9 1-5 85-4 - 83°9 3°9 
AUGUST + O-1 14-4 7:0 + 7°4 1- 81-6 — 80°4 4°0 
SEPTEMBER. . + O-1 16°4 2-0 +14°4 1-5 58-3 — 56°8 o°8 
OCTOBER ‘ + 0-07 23-4 4°3 +19°1 a? 34-0 32°3 3-9 
NOVEMBER .. + 0-2 26°3 2-3 +24-0 1-9 3-0 — 1-1 3-8 
DECEMBER + 0-09 23°4 0-5 +22°9 17 10°8 9-1 3°9 
1934 
JANUARY + 0:17 19-1 0-9 +18°2 1:9 4°7 — 2-8 3-9 
FEBRUARY 83-3 48°7 +34°6 452-6 +452-6 3°5 
MARCH ‘ + 0-1 46°3 28-0 +18°3 237°6 + 237°6 3-7 
APRIL ac + 0-2 14°4 8-2 + 6°2 54°8 + 54°38 | 3°7 
May + O°1 14-7 7°38 + 69 3°6 
JUNE + 0'1 17-3 74 + 9°9 3°74 


|< 
\- 
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_ Table IV MONEY] RATES 


























LONDON 
Discount Rates Treasury Bills 
ne Bank Rate, lay” Bank Bills | Fine Trade = Weekly Tender | Amount | An Bank 
Loan Rate 3 months 3 Lo tate Offered Applied for 
Per cent. Per cent. Per cent. Per cent. Per cent. £ millions | £ millions Per ci 
1933 Ss &: | ae = 
DECEMBER 1 2 i 1k 2} 019 0-79 50 71:6 2 
a 8 2 i 1} 24 1 0 7:09 50 67:0 2 
15 2 i 1} 2t 1 3 10°66 50 79:4 2 
22 2 ? 1% 23 1 2 11°46 45 63-0 2 
29 2 i 1} 2t 019 4:05 45 91:5 2 
1934 | 
JANUARY 5 2 5 lt 2t 0 18 11-50 35 76°3 2 
a 12 2 & ji 24 0 16 11°69 30 66-1 2 
= 19 2 ri 1 2 018 2-05 30 56-0 2 
ae 26 2 rf 1 2} 018 1:41 35 72:0 2 
FEBRUARY 2 2 é 1 23 O 17 11-74 40 72:0 14 
” 9 2 3 34 24 017 5-81 35 | 68-6 14 
ss 16 2 § i 2t 016 5-52 35 | 63-8 lt 
os 23 2 $ a 2t 017 2-92 35 67-8 lt 
MARCH 2 2 é oo 2t 018 4°75 40 64°6 14 
a 9 2 é t 2 018 0-77 40 | 69-7 1} 
ns 16 2 é g 2t 015 6-22 40 | 748 14 
os 23 2 $ é 2t 0 13 11-75 40 | 68°6 1 
s 29° 2 i # 2% 017 9-99 40 | 69-0 14 
APRIL 6 2 & Ke 2t 017 9-01 40 80-4 1 
si 13 2 4 is ot 0 17 10-93 40 84-5 14 
~ 20 2 é ub 2 0 17 10-70 40 78°3 1¢ 
am 27 2 $ +4 2+ 017 8-49 40 69-4 14 
May 4 2 f # 2¢ 017 1-95 40 80:0 1} 
os 11 2 2 ys 2+ 017 2-11 35 76°7 14 
3 i8 2 3 #3 3 016 6-66 35 68°8 1} 
oat 25 2 é ct 2 017 3°45 40 73°0 1 
JUNE l 2 $ # 24 O17 2°57 40 73°7 1} 
is 8 2 rs ct 2t 017 4:00 40 77°5 1 
i" 15 2 i # 2t 017 0-19 35 63-8 1} 
~ 22 2 rs ¥ 2t 016 8-61 35 59.8 1¢ 
“ 29 2 é 49 23 0 16 11-64 35 84-3 1} 
JULY 6 2 3 4 2} 016 4°14 35 62°7 1s 
pe 3 2 f a3 2t 015 7-72 35 65-4 1 
. 20 2 4 E 2+ 015 0-14 35 59°6 1¢ 
* Thursday's quotations owing to intervention of Easter. 
All figures given above are the rates ruling on Friday of each week. 
Table V FOREIGN | EXCHA 
DAILY § AVERAGES 
NEW YORK/MONTREAL| PARIS | BRUSSELS MILAN ZURICH MADRID AMSTE 
$to£k $ toL Fr. to£ | Belga to £ Lire to £ Fr.to£ P’tas to 2 Fl. t 
5 l | 2 
PAR OF EXCHANGE... .. e804 Pe | 12¢°21 | 75°00 92°46 as"22i5 as‘aaly | wi 
| ! — 
1931 
JANUARY oe ee 4°8551 4-8645 123°81 | 34-815 92-739 25-076 46-640 12-( 
APRIL .. ee ws 4°8599 4°8621 124°28 | 34-950 92-3815 25-235 47-015 12:1 
JULY . 4°8566 4°8729 123-82 | 34-818 92-865 24-994 52-018 12-( 
OCTOBER 3°8887 4°3700 98-66 27-794 75°352 19-823 43366 9° 
1932 
JANUARY 3-4303 4-0377 87°11 24-689 68-017 17-582 40-809 8°! 
APRIL 3° 4-1716 95°12 26-778 72-840 | 19-299 48-788 | 9! 
JULY . 3 -5522 4-0757 90-60 25-608 69-567 18-256 44-041 | | 8° 
OCTOBER 3-399 3°7233 86-58 24-460 66-374 17-606 41-517 8+ 
1933 | | 
JANUARY 3°4218 3 +8367 86-07 24-228 65°642 | 17°416 41-072 8° 
APRIL 3°5851 4°2188 87°25 24-600 66-705 | 17°770 40-347 8°) 
JUNE 4°1412 4-5988 86°07 24-267 64°799 17-564 39-865 | 8-4 
JULY .. 4°6438 4°9050 85-24 23-903 63-124 | 17°267 39-921 8°: 
AUGUST 4°5040 4°7717 83°85 | 23-527 62-399 16-989 39-306 8° 
SEPTEMBER 4°6608 4-8260 80-36 22-552 59-780 16-259 37-438 7° 
OCTOBER 4-6676 4-7770 80-20 22-533 59-673 16-210 37-646 | | y hr 
NOVEMBER 5-1363 5-0667 82-16 23 061 61-035 16-587 39-071 | | 7% 
DECEMBER §-1181 5:0796 83-61 23-565 62°305 | 16-920 40-148 | 81 
1934 } as 
JANUARY 5-0592 5-0739 81-36 22-938 60-781 16-484 38-957 | 7:9 
FEBRUARY 5-0338 5-0700 77-81 22-913 58-°516 | 15-843 37-807 | ss 
MARCH .. 5-0960 5-1004 77°37 21-849 59-303 | 15-765 37-369 7°75 
APRIL .. 5-1544 5+1416 77°88 21-978 60-144 15-872 37 +592 | 265 
May 5°1054 5+0938 77°20 21-805 60°893 | 15-695 37°204 | 7°65 
JUNE 5-0493 5-0064 76°50 21-608 58-667 | 15°533 36-928 ee 












1 The old parity of 252215 Wjabandoned a 
2 The old Parity of 25-2215 Weabandoned a 
8 Quoted 19th—30th only. 
© Sins dollee devaltiation pull-23 8 
Since dollar devaiua p o e 
6 Since devaluation parity #1625, 
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RY! RATES Table [V—cont. 
NEW YORK PARIS BERLIN AMSTERDAM 
| Market | Market Market Private 
Bank Rate} Discount Call Money | Bank Rate Discount Bank Kate Discount | Bank Rate Discount 
| Rate Rate Rate Rate 
Per cent Per cent. Percent. (| Percent. Per cent. Per cent. Per cent. Per cent. Per cent. 
2 tt 2 24 2 4 3 24 
2 tt i 24 24 4 3H 2 i 
2 tt tt 24 24 4 3 2 
2 tt tt 2t 2 i 4 oi 24 
2 tk tt 2+ 2 4 8 2b { 
2 24 2 4 3H# 24 
2 * t 24 3 4 8 4 % 
2 fh tt 2¢ 2 4 3 24 te 
2 ts Td 24 2 4 3 24 ts 
lt * i 2+ 2 4 3 2h e 
1} t tt 3 24 4 3 24 3 
1t ts 4 3 3 4 3 2+ & 
lt ts ' 3 3 4 3 2+ t 
1¢ ts § 3 3 4 3 2+ 4 
1¢ * ry 3 3 4 3 2¢ l* 
1¢ i é 3 25 4 3 at 13 
1¢ $ 3 2 4 3 2 1* 
1¢ t $ 3 2 4 3 23 1 
1¢ f 4 3 2 4 3 24 1 
1+ ‘ 3 2 4 3 24 1 
1¢ “ } 3 2 4 3 24 2 
14 bi (a) 3 2 4 3 2+ 2 
1h ¥ (a) 3 23 4 3% 24 1¢ 
1} fi (a) 3 23 4 3% 2+ lt 
1} a . 3 23 4 35 24 lt 
i} ¢ § 3 25 4 3 24 Hi 
1} 8 § 24 28 4 3 24 ? 
1} % g 24 2t 4 3g 24 1% 
14 2+ 3 4 3% 24 2 
1} va 24 : 4 3§ 24 + 
1¢ vz 24 2% 4 32 2¢ é 
1} 4 ? 2+ 2 4 3 24 ts 
lf & | ¢ $ 2 4 8 3 $ 
1} ts 3 2+ i 4 3 2 = 
(a) Nominal. 
IN | EXCHANGES Table V—cont. 
LY AVERAGES 
AMSTERDAM: BERLIN PRAGUE WARSAW STOCKHOLM| BOMBAY KOBE | RIO DE | BUENOS 
| JANEIRO; AIRES 
Fl. to £ Rmk. to £ Kronen to #| Zloty to£ Kr. to £ d. per Rupee | d.per Yen. | d.per | d. per 
| | Milreis. | _Gold Peso 
| 6 
12°107 20°47 104°25 47°38 18159 18 aa58 58097 | 47619 
| 
12-066 20-419 163-91 43-312 18-138 17°78 24-48 4-461 | 34°49 
12-106 20-409 | 164-06 43°375 18-148 17°85 | 24°41 | 3°618 | 37-638 
12-056 20-967 164-01 43-412 18-145 17-81 | 24°40 3-579 | 33-61 
9-630 16-702 | 130°68 | 34-646 16-811 17°88 | 30-07 3-502 | 32-03 
| | | 
| | | | 
8-541 14-484 | 115-75 30-690 17-867 18°13 25°27 4-290 | 40-08 
9-263 15-788 126-40 33°510 19-643 18°04 21-10 | 4°184 38-60 
8-814 14-959 119-97 81°577 | 19-484 18-06 18°64 | 6-038 39°60 (8) 
8-450 14-291 114-68 30-584 19-370 18-17 16-36 5285 | 41-17 
8-361 | 14-127 113-32 29-923 | 18-373 18°17 14-88 5-380 42°24 
8-168 14°679 | 115°24 30-668 | 19-053 18-06 14°91 5°293 | 40°96 
| 8-440 14°375 | 113-69 30-190 19-442 18-08 | 15°02 4°607 41°82 
8-263 | 14-002 | 112-61 30-824 19-385 18-07 | 14°98 | 4°115 41-95 
8-139 13-733 110-74 29-329 19-385 | 18-06 | 14-42 | 4°293 42°58 
7°800 13-206 105-99 28°113 19-387 18-04 | 14°18 | 4°341 44°38 
7-784 13-166 105-68 27-934 19-400 18-04 | 14°31 4°375 | 44-36 
7-973 13-466 108-17 28-608 19-400 17-93 | 14-24 | 4-103 42-74 
8-145 | 13-710 110-20 29-164 19-400 18-04 | 14°44 | 4°125 35°72 
| | 
| } | } } 
| 7:943 | 13-440 | 107-42 28-391 19-400 18-07 | 14-35 4°125 | 35-40 
7617 12°929 | 113-21 28-193 19-400 18-09 | 14-29 4°125 | 27-94(4) 
7°565 12-831 | 122-61 27-024 19-400 18-09 14-19 4-125 27-16 (4) 
7 591 13-020 | 123-43 27-216 19.400 18-09 14°18 | 4°169 | 26°26(4) 
7-519 12-936 | 122-36 26°990 | 19-400 18-05 |} 14°23 4°204 | 25°29 (4) 
7°444 13-141 | 121-339 26,757 19-400 18-03 | 14-27 | 3-858(7) 26-39 (4) 








abandoned as from June 25, 1928. 
,' abandoned as from December 22, 1927. 
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Table VI BRITISH TRADE 











COAL PIG-TRON (1) STEEL (1) 
Exports Number of > | 
— (tone) = oe in | Production | Production | 
. slast | 
i illions o at end of ousands of | Thousands 
Milione of Milttona of paar Th yy f| Th pent of 
1931 
JANUARY ee a 19-2 3:6 83 337 402 
APRIL a i ze “a 18-6 3°6 78 323 397 
JULY .. xe io a “ i 17°1 3-7 70 317 429 | 
OCTOBER 19°7 4°3 66 284 457 
1932 
JANUARY ic 7 os as et 18-7 3-6 76 330 | 4230 
APRIL os an es we eo 18-4 3°8 69 317 433 
JULY .. 15-0 3°6 56 293 432 
OCTOBER 17°5 3°6 59 276 439 
193: 
JANUARY 18-8 62 287 | 444 
APRIL 15°4 69 325 510 
BAT se 17-4 72 340 600 
JUNE... 15-3 72 346 569 
JULY .. 15:1 73 344 568 
AUGUST x 15-4 73 363 551 
SEPTEMBER .. 16-6 74 360 669 
OCTORER 18-1 7 37: 668 
NOVEMBER 18:9 79 375 695 
DECEMBER 18-7 8 409 669 
1934 
JANUARY... re ee , ica 20°8 85 441 711 
FEBRUARY .. a EF as 18-7 90 414 708 
MARCH ae gs ‘ a ne 20-2 95 504 | 835 
APRIL ea e =e ae a 18-0 98 496 717 
May .. ae oe as ee a 17°8 101 528 | 780 
JUNE ‘i es a as . 16°6 101 516 758 
(1) Returns issued by | the Nati 
7 y TT\TT - 
Table VI BRITISH TRADE AND INDUSTRY—cont. —_ 
l 
OVERSEAS TRADE BANK CLEARINGS UNEMPLOYMENT ; 
3 4 Index of 
2 > Percent- | Numbers Produc- 
Imports Exports |Re-exports; London Provincial Total ( 7 mg age of on Live tion 
* Country” Total insured Register (Quarterly) 
persons 
£ £ £€ £ £ £ £ unem- 000's 1924 = 10 
millions millions millions millions millions millions millions ployed omitted 
‘ | I 
1931 ‘ 
JANUARY ..| 75°6 37-6 | 6-0 9-9 4-2 14-2 12+] 21-5 2,614 85:1 JANUA 
APRIL ..| 70-0 39-5 | 6-6 9-5 3-9 13°4 21-1 20-9 2532 80°6 jy 
JULY | 70°1 34:3 | 4-9 9-1 4-0 13°1 21°3 22-6 2'664 811 ya 
OCTOBER ..| 80-7 32°8 5:3 9-0 4-1 13-1 20-9 21-9 2,756 90:5 CTOB 
1932 pe. 
JANUARY ..| 62-3 31:1 | 5-2 9-6 4-2 13°8 21-7 2-4 2,728 | 91:3 iP , 
APRIL =...) 53°5 34°83 | 4:6 9-0 4-0 13-0 21°1 21-4 2,652 83°2 — 
JULY .-| 51°9 29-3 | 3-3 | 8-8 4°5 13°3 22-6 22-9 2,812 77°8 yd 
OcTOBER ..) 60°38 | 30-4 | 3-7 8-7 4-1 12-8 | 21-4 | 21-9 | 2,747 | 87-2 — 
- 1 
1933 | - 
JANUARY ... 54:1 | 29-2 | 4-2 9-5 4-2 13-7 | 22-4 | 23-1 2,903 | 88-0 —_ 
APRIL... 51-2 | 26-4 | 3:5 | 93 | 4:0 13:3 22-7 21-4 | 21698 — 
May --| 67°3 | 30°8 3°83 9-0 4°0 13-0 21-8 20°5 2,583 88°8 oo 
JUNE --| 58°8 | 28°5 | 5-3 8:7 3-9 12°6 20-6 19-5 2,438 JvLy . 
JULY  ..) 53-7 | 20-8 | 4:3 9-4 4°3 13-7 | 22-3 | 19-6 | 2,442 AUGUS 
AUGUST .. 56°8 | 31:0 | 4°3 8-5 3-8 12-3 20-0 19-2 2,411 > 879 SEPTE 
SEPTEMBER 67°83 | 32:2 | 3-4 84 3-8 12-2 19°7 12°4 2'337 J —— 
OCTOBER ..| 61:8 34:1 | 4:6 9°5 4:3 13:8 22-3 18-1 2,299 \ op Nove) 
NOVEMBER | 63-7 34:4 | 3-6 9-3 4:1 13-4 21-6 17-9 2,280 vis DECEY 
DECEMBER | 63-2 30-4 | 4:0 9°7 4:2 13-9 22-6 17°6 2,224 J 
1934 | . 
JANUARY ..| 64°7 | 31°6 4:1 | 10-4 4-6 15-0 , 23°8 | 18-7 § 2,389 |} FEBRU 
FRRRUARY 57°4 30-1 5-2 9-6 4 14-0 22-1 18-2 2,318 102-2 MARC! 
MaRCH ..| 62:0 | 33-1 | 5:6 9°5 4-5 14-0 |; 22-4 | 17-3 | 2,202 J — 
APRIL 56°3 30-1 5-0 10-2 4°2 14-4 23°3 16°7 z,148 May 
May ..| 61-7 | 32-8 4°83 9°6 3°9 13-5 | 21-9 | 16-3 2,090 JUNE 
JUNE 61-2 | 32-1 4°3 9°3 4°0 13°3 21-3 16°5 2,093 ' 
S —_ 
" 1 
1 Daily averages. 2 “Country ” clearings at London Clearing House. 3 Total clearings (London compa 
“Country” and Provincial) adjusted for comparative purposes, by application of Board of Trade index 3 


number of wholesale prices (1924 = 100). 4 Average of four or five weekly returns. Since December, 1931, 
figures published monthly. 5 Reprinted by courtesy of the London and Cambridge Economic Service. 
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Table VI—cont. 
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Exports of Exports of 























Imports Exports Imports | Exports Yarns Piece Goods Tops Wool and Wool and 
Worsted Worsted 
} Yarns | Tissues 
Thousands Thousands | £ } t Millions of | Millions of Millions Millions Millions of 
, of Tons of Tons thousands | thousands s | Sq. Yds. of Lbs. of Lbs. Sq. Yds. 
} } 
222 167 1,181 | 3,280 11-3 2-4 24 «| 10-4 
193 188 1,216 | 2,843 10-8 2°8 2-4 | 5-0 
231 168 1,227 2,693 11°3 2°5 3°5 6-6 
276 159 1,698 | 2,792 12-8 2-6 4:0 6-7 
} | 
170 167 925 | 2,701 16-4 179-9 3:4 3:4 | 8-5 
145 180 769 | 3,210 13-9 199-3 3°6 2°9 6°3 
119 158 635 | 2,608 9°5 198°3 2-4 3°7 7°6 
163 160 734 | 2,249 10-9 138°4 oe 3°4 5-9 
| 
69 149 721 1,955 10°6 197°3 3°3 2-8 | 8-4 
77 133 630 | 12°4 171°2 3-0 2-8 5°5 
85 179 719 10-9 168-7 3°6 3°2 | 6-1 
69 154 672 | 10-6 141°6 3°38 3°2 | 6°6 
63 156 599 10°4 154°7 4°3 4°3 | 8-9 
80 155 763 11-0 | 149-0 3°7 4°6 10°5 
80 157 681 11-7 j 163-0 3:7 4:2 | 8°6 
89 194 792 12-3 155-6 4°6 4-6 7°6 
92 184 831 12-7 170-5 4-1 4-1 7-9 
91 173 804 5 ee | 155°5 3-5 3°5 | 7°8 
| } 
120 164 856 | 2,516 12-8 179°1 4-0 4:0 | 9°9 
123 142 793 2,134 11-3 168-2 3-9 3-1 9-5 
122 171 901 86 11-9 170:°0 4°6 3°7 | 8-8 
125 165 844 10°7 53°6 3°38 3:4 6°8 
122 191 1,142 11°3 150°6 3-8 3-9 | 71 
98 204 1,028 10-6 148°8 2°7 3°7 | 7°6 
1ed by the National Federation of Iron and Steel Manufacturers. 
Table VII COMMODITY PRICES 
UNITED KINGDOM U.S.A. GERMANY FRANCE ITALY 
Cost of | ‘ 
Wholesale 1 | Wholesale | Wholesale Living | Wholesale} Cost of | Wholesale| Cost of 
Cost of Depart- Statis- (Statis- | (Statis- Living Living 
Living ment of tisches tisches tique (Statis- 
Board of “‘Econ- | (Ministry Labor) |Reichsamt| Reichs- | Générale) Hans bony 
le omist” of Labour | amt) Générale) 
July } 1918/14 July (Jan.-July) 
1913 = 160 1013 =100 1914 = 100! 1018 = 100 /1913 100 | 100 1913 = 100 | 1914 = 100 | 1918 = 100] 1914 — 100 
1931 (a) (b) (b) 
JANUARY 106-9 91°3 152 112-8 115-2 140-4 576 590 362 — 
APRIL 105-7 90-0 147 107-2 113-7 137-2 548 589 353 ~ 
JULY .. 102-2 86-0 145 103-2 111-7 137-4 500 565 337 | — 
OCTOBER 104-4 90-1 146 100-7 107°1 133°1 457 531 330 473 
1932 
JANUARY 105°8 90-0 147 96-4 | 100°0 | 124-5 439 534 326 470 
APRIL 102-4 86-3 143 93-8 98:4 | 121-7 439 | 535 | 3819 47 
JULY .. 97-7 82-7 141 92-4 | 95-9 | 121°5 430 517 | 300 456 
OCTOBER 101°1 85:3 143 92°3 | 94-3 | 119-0 412 | 516 304 465 
1933 | | | 
) JANUARY 100-3 84:2 141 87-4 91-0 | 117-4 411 523 | 296 461 
APRIL 97°2 84°5 136 86°5 90°7 | 116°6 387 | 282 444 
MAY .. 99-2 87°5 136 89°8 91-9 118-2 3383 516 | 282 447 
JUNE.. 101-7 89°5 138 93-1 92-9 118-8 403 | 285 447 
JuLy .. 102-3 | 89-9 139 98-7 | 93-9 | 118-7 | 401 | | 283 440 
AUGUST fa 102°5 89-7 141 99-6 94-2 | 118°4 397 516 | 282 446 
SEPTEMBER .. 103-0 89°5 141 101°4 94-9 119-0 397 281 448 
OCTOBER 102-6 | 88-1 143 102;0 | 95-7 | 119-8 397 | | 277 445 
NOVEMBER 102-8 86-8 143 101-9 96-0 | 120-4 403 | > 526 | 275 450 
DECEMBER 102-3 88-0 142 101-4 96-2 120°9 407 | | 277 457 
| 
1934 | | 
JANUARY 104°6 90-4 141 103-4 96°3 | 120-9 405 | 278 420 
FEBRUARY 105-3 90-6 140 105-4 96-2 | 120-7 400 | > 526 276 448 
MARCH 103-8 | 90-0 139 | 105-6 | 95:9 | 120-6 | 394 | | 275 447 
APRIL 102°8 90-0 137 105-0 95-8 | 120°6 387 | 275 424 
mae .. 102°4 90-0 138 105-6 96:2 | 120°3 381 274 420 
JUNE 103-6 89-9 141 106-9 97°2 | 121-5 379 275 
D : 1 The indices, which are for the 1st of the month, are entered for the previous month to facilitate 
x | comparison. 





# Gold index. (a) Revised index. 





(6) New index, 
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Bank Meeting 


THE STANDARD BANK OF SOUTH AFRICA, LIMITED 


THE RT. HON. THE EARL OF ATHLONE’S SPEECH 


HE one hundred and twenty-first ordinary 
T meeting of Shareholders of the Standard 
Bank of South Africa was held at Southern 
House, London, E.C., on the 25th July, 1934. 
The Rt. Hon. The Earl of Athlone, K.G., presided, 
The Chairman said: Before proceeding with 
the business of the Meeting I must refer to the 
death last week of Mr. William Smart, who had 
been a Director of this Bank for nearly 20 years. 
Mr. Smart was appointed to the Bank’s Staff 
in 1875 and immediately proceeded to South 
Africa. As you know the Bank was established 
in 1862 so that he was associated with it from its 
early years, and right up to his death he was 
devoted to its interests. He served the Bank 
with distinction in many important posts during 
his long residence in South Africa. In 1900 he 
was appointed to the management of London 
Office, and in 1915 he joined the Board. 
Possessed of a strong personality and a high 
sense of duty, his wide experience made him an 
invaluable colleague and he will be much missed 
not only by the Directors but by the Staff, 
in whose welfare he took the warmest interest. 
It gives me great pleasure to preside at our 
Meeting to-day for it affords me an opportunity 
of expressing my admiration of the courage 
and faith of the people of South Africa during 
years of adversity and of paying a warm tribute 
to the statesmanship which has welded the 
nation into a powerful entity able to present a 
united front to the difficulties and problems 


which continue to perplex a disturbed and 
distressed world. 

Perhaps I may also be permitted to make 
reference to the recent visit to Africa of 
H.R.H. Prince George, which was followed 
with close interest in this country. The 
enthusiastic welcome he received throughout 


the Union, the Rhodesias, and in the territories 
of the Belgian and Portuguese Governments 
was very gratifying. I know that it was 
especially pleasing to His Royal Highness that 
his tour coincided with an improvement in the 
general outlook. 


IMPROVED CONDITIONS 


It may be said with confidence that 1933 marked 
the opening of a new era for the Union of South 
Africa. The improvement in business conditions 
may be attributed both to political and economic 
influences, the chief of which are the restoration 
of confidence as a result of the formation of 
the Coalition Government; a definite upward 
movement in world prices of certain of South 
Africa’s staple farm products; the stimulus 


to gold mining, including the opening up and 


development of new areas due to the premium 
accruing on gold; and the advantages of a 
stabilised rate of exchange between Union 
Currency and sterling. 

The improved conditions are reflected in the 
national accounts which, after the liquidation 
of a deficit of nearly £2,000,000 brought forward 
from the previous year, revealed a net surplus 
of over £4,500,000, while further welcome 
features were a substantial remission of taxation 
in many directions and measures for the 
rehabilitation of the farming community and 
the alleviation of unemployment. 


INCREASED DEPOSITS 


In directing your attention to the accounts 
now before you I will briefly refer to the principal 
changes in the figures. 

You will observe that Deposits, Current and 
Other Accounts exceed £55,000,000, an increase 
of approximately £2,200,000 as compared with 
the figures appearing in our last Balance Sheet. 

On the Assets side Cash in Hand and at Call 
and Short Notice amounts to {£19,600,000, 
an increase of over £4,000,000, while Investments 
at just under {10,000,000 show an increase of 
£1,000,000. Bills of Exchange are {£600,000 
higher. Bills Discounted and Advances to 
Customers at £25,200,000 reflect a reduction 
of £3,000,000, but this is mainly in connection 
with accounts outside the Union. 

My predecessor last year referred to the 
rapid increase in the Bank’s resources brought 
about by the flow of funds to South Africa, 
and he also drew attention to the difficulty 
experienced in finding employment for these 
funds in our ordinary commercial business. 

These factors still obtained in the period 
now under review and you will bear them in 
mind when considering the result of the year’s 
working. 

The Balance of Profit for the year, after making 
an appropriation to Contingencies Account, is 
£433,180, which, with the amount of £154,400 
brought forward, leaves for disposal the sum 
of £587,580. The interim dividend paid in 
January absorbed £125,000, and, after appro- 
priating £75,000 to writing down Bank Premises, 
there is available a balance of £387,580 which 
your Directors recommend be disposed of by 
adding {£100,000 to the Pension Fund and by 
the payment of a final dividend of 5s. per share 
making a total distribution of 10 per cent. for 
the year, and carrying forward the sum of 
£162,580, an increase of £8,180 on last year’s 
figure. 

The Report and the Accounts were adopted 
unanimously. 
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Some National Provincial Banks 
By Professor C. H. Reilly 


OMMENT has been made before in these articles 
on the great variety of the branches of the National 
Provincial Bank up and down the country, although 

this bank is the only one of the big banks to follow the 
policy of giving all its work to a couple of salaried architects 
who, I suppose, may do nothing else. Indeed, it is 
difficult to see with the immense amount of work they get 
through for their bank how they could have time or energy 
for anything else. They may therefore never design, except 
on paper for their own amusement, churches, theatres, 
country houses, bridges, or any of the things the ordinary 
architect gets fun out of, but only bank building after 
bank building. Under these circumstances, one would 
swear they would get stale. Yet when the time comes 
round, as it does every few weeks or so, for a big batch of 
photographs of their buildings to reac h me, I know from 
experience that I shall find not only a great variety of 
buildings representing a great variety of problems 
skilfully solved, but, more important than that, I shall 
not find in the pile at least a quarter of the photographs 
to be of buildings one does not want to illustrate at all, 
because if one told the truth about them one would have 
to say that the great banks which have commissioned 
them should be ashamed of the waste of their money and 
of the damage done to public taste and amenity by the 
results. With the works of Messrs. Palmer and Holden, 
the two architects of the National Provincial Bank, one 
has no such fear. Any of the twenty banks or so they 
submit for illustration and criticism are up to, if not 
above, the average standard of provincial bank building. 
All, or nearly all, have some point of interest, and I have 
yet to see any that are absolutely stupid or vulgar. 
The most interesting this month is the Newbury 
branch, where a poor-looking old building with a curious 
additional shop window which looks asif it had once been an 
entrance, has been converted. Fortunately the architects 
have sent a photograph of the state of affairs before the 
bank’s occupation, and a pretty lamentable one it was. 
It is difficult to understand how in these days when 
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every one pays lip service anyhow to preserving the 
amenities that such a disreputable looking place could 
have existed in a main street. The Town and Country 
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THE NEWBURY BRANCH 
Planning Act of 1932 has only to be adopted by resolution 
of the borough council to enable the latter to control not 
only advertisements, but elevations and, indeed, the 
whole appearance of their town. That, like Gallio, it 
apparently cared for none of these things only makes the 
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service of the bank in clearing up the mess all the more 
raiseworthy. It is a very clever clearing up. The 
additional shop window, which I understand is one of 





THE NEWBURY BUILDING—BEFORE RECONSTRUCTION 

four to be found in the town—it is suggested they were 
once part of a system of toll gates—has been restored to 
its original use as a doorway and has been given a very 
appropriate fluted tympanum. The little model of the 
Bishopsgate, the crest of the bank, has been added, a 
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little less appropriately perhaps, above the keystone. 

The entrance has then had a short staircase built behind 
it terminating in a charming little octagonal pavilion as a 
landing at the first floor level. This is very much in the 
character of the plaster Regency period to which the 
house belongs. For the rest the chief alterations have 
been the removal of the disfiguring advertisements and 
the replacement of the main shop window by the colon- 
naded windows of the bank, designed in a manner one is 





BRANCH AT MONTPELLIER, CHELTENHAM 
beginning to recognise as a sign manual of the National 
Provincial when the original building makes this suitable. 
Altogether, then, it will be seen that from a thoroughly 
shoddy and disreputable looking structure the bank 
architects have, with slight additions, produced a very 
charming composition which must be a great addition 
to the “‘ amenities ’’—blessed word, I wish it were more 
honoured and less used—of Newbury. 

The Montpellier branch at Cheltenham is another 
case of an old building—in this case an interesting one— 
being converted by the bank and so given, one supposes, 
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a new lease of life. Montpellier Wells, I find, was a little 
spa complete with rotunda, pump-room, card-room, etc., 
opened in 1788 with the buildings designed by Papworth. 
The semicircular bay window with the caryatid figures 
in Coade stone was, in the fifties, Merrit’s well-known 
confectionery shop. It is not from the photograph quite 
clear what the architects, here reinforced by some local 
men, Messrs. Barnard and Partners, have done in adapt- 
ing the premises to the bank. It would seem that they 
have extended on either side of the semicircular end flank 





THE LLANYBYTHER BRANCH 


walls with the same two stories of small orders, and if so 
they have reinforced the bay window in a very useful 
manner, giving to the rich caryatid figures a suitable 
backing. Beyond that we have the large but rather 
commonplace block with the bank’s name on the fascia. 
This taller portion is obviously not eighteenth-century 
work, nor is it, I should say, very recent work, which is a 
relief, for in that case it cannot be laid at the door of the 
bank architects. After what I have said already, it 
would be alarming to find Messrs. Palmer and Holden 
had committed so dull a thing. 
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Turning now to country work, at Llanybyther they 
have built a one-story bank in the local stone used in the 
simple vernacular way before the ambitions of the Welsh 
deacons over their chapels destroyed the common taste. 
Religion has certainly a lot to answer for in Wales if 
architecture alone is taken into account. The only thing 
I can find fault with in this little building is that the door 
and its surrounding mouldings are too elaborate for the 
rough stone walling, and that the iron railings under 
the windows with the bank’s name upon them are far too 
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THE CULLOMPTON BRANCH 


delicate. It is a little difficult to see what these railings 
up against the wall with no area behind them are there 
for at all. The only things that they seem to protect are 
two small ventilating gratings of a smaller mesh than 
themselves. 

A pleasanter country branch still is the Cullompton 
one in rough-cast plaster with stone dressings to the 
windows in plain untreated blocks. This is a very — 
composition giving, to my mind, exactly the right ide< 
of a bank, something solid and safe without adv i we 
ment or pretentiousness. So few one-story banks are 
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C CO HE RECORD of the group 
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successful owing to the difficulty of getting sufficient 
importance into so small a building. Here is an excellent 
solution. Why should it not be used time and again ? 
It will not be, however, even with salaried architects. 
There is too much designing these days. In the eighteenth 
century, when taste really abounded, no one minded 
reproducing good models. Indeed, the architects seem 
to have done very little else. 

Finally, as a further example of the country work of 
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THE BOTTESFORD BRANCH 
this bank, which is even better on the whole I think 
than its town work, here is the main street of the village 
of Bottesford, with the little bank one of the blocks of 
small buildings. No one at any rate can say the bank 
spoils this village, though it must be admitted one has 
seen better villages. With so large a ground floor, the 
architects were wise in not putting over their building a 
pitched roof. If one imagines such in place one sees at 
once that the resulting block would be far too big. As it 
is the scale of the windows, broken up as they are with 
panes, is, I think, a little too large for true neighbourliness. 








